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World News 


Gandhi seen 
as power 
broker after 
Janata split 

Fanner Indian premier Ra^iy 


Boat people sue 

A group erf ill Vietnamese 
boat people sued the Hong 
Kong government for fflegal 
detention, arguing that they 
were en route to Japan and 
had stopped only temporarily. 

Fire damages shirine 

A fire damaged a .Shinto shrine 
on the southern Japanese 
islands# Okinawa. Police sns- 
pect activists opposed to impe- 
rial enflafipHiiipn t cB rmm ^ nfai. 

KGB major held 

Police arrested a Soviet KGB 
major doting a meeting in a 
Berlin suburb with Ms German 
contactat the weekend. 

Polish coat strike 

Miners staged a two-boor . 
warning strike at-vMaaRy aiL 
Poland’^deeFCoalndnesto 


effects of economic reform. 


Burmese troops have restored 
a tense peace to Mandalay 
after months of Buddhist pro- 
test and tough army reprisals, 
diplomats visiting the northern 
city said. - 

Equal opportunity 

Japanfe male-dominated trad- 
ness world will employ a 
record number of women gradr 
nates thi« year, with their 
employment rate matching 
that of to) for the first time. 

Danielle visit off 

Danielle Mitterrand, wife of 


of a private human rights 
group, cancelled a visit to anti- 
Moroccan refugees in Algeria 
which had led to a crisis 
between France and Morocco. 

Volcano erupts 

Mount St Helens, the active 
volcano near Seattle, was 
nffij tad hy pp wplQjnnn that 
shook its peak far six minutes 
ami gATit a plume of steam and 
ash30.oooft into the air; 

Paying the price 

Queensland, which bills itself 
as Australia's "sunshine 
state", has the highest hud* 
dence of skin cancer in the 
world, anAustralian medical 
journal said 

Top secret thieves 

The Los Alamos National Lab- 
oratory in New Mexico, per- 
haps tflE most secret weapons 

research centre in the US, has 
heen leagued by a rash of 
thefts ranging from personal 
computers to scrap metaL 

After the revolution 

Moscow now has squares 
Tumwi after Charles de Gaulle 
and Martin Luther Eng. Some 

streets have reverted to their 
wM riinw*»a and a metTO SteLUm . 

called after will be 

renamed TSarftsina. 
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Business Summary 


Germany set 
to dominate 
European 
aerospace 


leader, will today explore the 
possibility of forming a govern- 
ment with a breakaway far+taq 
of the Janata Dal party under 
Mr Chandra Shekhar, it fol- 
lows the failure of prime minis- 
ter Vishwanath Pratan Singh 
to bold his Janata party 
together. Page 18 

Eight die in feud 

Eight black Sotrth Africans 
died in a fond between minibus 
taxi drivers and six others 
were killed in violence between 
political factions. 

Paris rioting 

Youths damaged shops and 
stoned riot police in Paris as 
more than 100,000 high school 
students nationwide joined 
marches for more teachers, 
better facilities and improved 
campus security. Students take 
to streets. Page 3 

US accused 

The US was strongly criticised 
by EC environment commis- 
sioner Carlo Ripa dt Mbum 
for dragging its feet on action 
to combat global warming. 


is expected to overtake Britain 
and France to become the larg- 
est in Europe within three 
years, according to a report 
on the European aerospace 
industry. 

Th e German industry is 
expanding at a rate of about 
14 par cent a year, almost three 
tim es the growth rate of 
France and nearly four Hmaa 
Britain’s growth rate. Page 
28; BA In talks on new Ger- 
man airline. Page 18 

Markets: Dollar fen to a record 
low against the D-Mark, clos- 
ing in London at DM1.4860 
from DML5020, depressed by 
interest rate differentials and 
weakness in the US economy. 


Dollar 


Against the D-Mark (DM per $) 
1.65' ' 


1J30 


1-55 


1.50 


1j4S 



Wan Street: Dow Jones Indus- 
trial Average was down 6.68 
at midsession at 2,48A16 after 
a brief morning rally prompted 
by falling oil prices came to 
an abrupt end. Frankfort: DAX 
index closed just above its low 
for the day at 1,41485, up Qj 63 
on mlnhnal trading. Tokyo: 
M&kei index ended a net 19084 
higher at 24,38583. BackPage, 
Section n 

ASSOCIATED British Foods, 
cash-rich UK milling and bak- 
Snggrot^ saw tint half protits 
Idas 17 per cent to 1182m 
CC56to>.P«ge 19. . . 

AUSIXAMfAistr^liarbased 
shinning and retailing group, 
fa to be restrnct m ed to elimi- 
nate iroe&sbareholdiiigB and 
reduce debt by at least Agbn 
(SLStoX Page 19. 

SUZUKI Motor of Japan agreed 
to produce small cars in 
Chungking, China, through 
a consortium of three state- 
owned companies. Page 8 

V1ASA, Venezuela's state- 
owned airilym , a pinw candi- 
date for privatisation, lost 

jgsjfrn Hi tha frrat gfr wmrthw 

of this year. Page 20 

NISSAN Motor reported 5.4 
per cent increase to YS&lbn 
(J716m) in pre-tax profit for 
the first half to end September, 
as strong domestic demand 
compensated for sluggish for- 
etgn sales. Page 21 

BXNO Motors, Japanese truck 
maker, reported 25.7 per cent 
rise in. first half pre-tax profits 
to Y13fan (JlOOm) an sales 1L2 
per cent ahead at Y3ZL2bn. 
Page 21 

YORKSHIRE Bank, newly 
acquired UK retail bonking 
arm of National Bank of Aus- 
tralia, made pre-tax profit of 
£9BJin ($178,700 In the first 
ntne months. Page 21 

NEW YORK Stodk Exchange 
is to freeze its officers’ pay in 
1991 and start an early retire - 
ment programme to cut staff 
to 1983 levels in response to 
a downturn on Wall Street 


SAUDI ARABIA: oil output, 
at 82mbd, was 57 per cent 
higher than it had been before 

Iraq invaded Kuwait mi 
August 2 year, Saudi Min- 

ister of Petrofemn and Mineral 
Resources Hisham Nazer said. 

NEW EKALAN D: new National 
party government bailed out 
Bank of New Zealand (BNZ), 

the country’s biggest bank, 
with a NZ$620m (S380m) rescue 
packag e to cover loans to cm* 
fopsing Australian entrepre- 
neurs. 


Baghdad softens stance on 
release of foreign hostages 


By Lands Andonl in Baghdad and John Wytes in Rome 

IRAQ has begun to soften its 
public stance on the release of 
foreign hostages, amid 
that Iraqi officials feel the cap- 
tives are as much a liabil ity as 
an asset in the confrontation 
against multinational forces In 
the Gulf. 

Official statements from 
Baghdad suggest Iraq may 
drop its earlier insistence on a 
categorical pledge of non-ag- 
gression from at least two 
members of the UN Security 
Council as a precondition for 
the release of its ‘'guests”. 

Mr Saedi MaMi ShIpH, Hw 
I raqi National Assembly 
speaker, said the Iraqi govern- 
ment believed the likelihood of 
a political solution could be 
enhanced through tile release 
of all foreigners, provided 
other countries joined Ba ghdad 
in declaring a commitm ent to a 
diplomatic solution. 

Most reports focused on the 
Iraqi initiative that *»ai i«»d for 
the release of all hostages in 
return for pledges to a peaceful 
solution by the United Nations 
Security Council or two id five 
countries tnnlnding the Soviet 
Union, France, China, Japan 
ami Germany. 

Mr Saleh - in a weekend 
statement which at first passed 
unnoticed but is now being 
closely studied by foreign 
embassies in Baghdad — said 
Iraq had achieved most of its 
objectives from keeping the 
western nationals. 

“The objective of preventing 
some foreigners from leaving 
was to increase the obstacles 
in the way of aggressive and 



centrating on persuading a 
larger number of countries to 
military in the 


Winy Brandt (right), honorary chairman of the German SPD 
party, at Frankfurt airport with Iraqi ambassador Omar Ghani 


evQ Twfgwt n mg of the Amprifan 
ad minist ration «nd its allies _ 
and to gain Him* fo nnahla the 

international public opinion to 
endorse a balanced approach 
towards peace,” he told the 
National Assembly. 

"The most important of 
these objectives have been 
achieved regarding popular 


public opinion in the world and 
(the positions) of international 
personalities and some govern- 
ments," he said. ‘Therefore it 
seems to ns releasing all 
foreigners will also serve the 
same purpose according to an 
a ppropriate formula," he 
instead of asking for guaran- 
tees, Iraq now seems to he con* 


Although the initiative may 
be a ploy to gain more time, 
there are indications that 
Ba ghdad and its — in 

particular Jordan »nd tfg Pal- 
estine Liberation Organisation 
- want to prevent the US from 
using the hostage issue as a 
pretext for war. 

Iraq is also said to be under 
pressure from its allies, such 
as Jordan and the PLO, who 
fear that by further keeping 
the western naHnaials Ba ghdad 
might provide Washington 
with a good pretext to rally 
support for military action. 

Iraq hopes that China, one of 
the five permanent members of 
tiie UN Security Council, will 
play a key role in undermining 
the UN consensus by its 
veto power to block further 
resolutions against Iraq. 

Baghdad has also been tar- 
geting Germany »nd Japan in 
an attempt to increase the 
domestic pressures against war 
in the two countries. It has 
capitalised on the visits of Mr 
Yasahiro Nafcasone, the former 
Japanese prime minister, and 
Mr Willy Brandt, the former 
West Ge rman chancellor. Dele- 
gations from a Tinmhwr of other 
countries, including Ireland, 
New Zealand, Switzerland and 
Denmark, have either been in 
Baghdad recently or are 
attempting to visit. 

European Foreign Ministers 
Continued on Page 18 
Other reports. Page 4 


EC no nearer accord on farm subsidies 


By Tim Dickson in Brussels 

HOPES OF an early 
breakthrough in the E u r o pean 
Community’s vital farm policy 
negotiations were quickly 
itothflH in Brussels night 
EC agriculture and trade 
ministers — meeting for the 
seventh time in jest over a 
month — emerged deeply 
divided after discussing a new 
compromise proposal for the 
international trade talks 
known as tim Uruguay Round. 

The compromise did not 
after the basic European Com- 
mission offer of a 30 per cent 
cut in form supp ort s over the 
10 year period 198646 - but it 
mchuted a declaration from the 


Brussels executive designed 
chiefly to reassure the French 
and the Germans that key prin- 
ciples of the Common Agricul- 
tural Policy would be retained. 

EC officials were grimly pre- 
dicting another marathon ses- 


sion and Mr Renato Ruggiero, 
Italy’s trade tniwigter and presi- 
dent of tiie EC Council, was 
reported as saying at the out- 
set that he would keep the 
mflflHug going until a solution 
hfl d hwi found. 

ijnd night’s i rmti m iM gQsaxv 
ray puts fixrtiier mtodoubtthe- 
outcome of the Uruguay 
Round, a four year process 
winch is due to come to a con- 
clusion in early December on 
ways of liberalising world 
trade In areas ranging from 
services and textiles to intellec- 
tual property and agriculture. 

Reducing global farm sup- 
ports, however, has consis- 
tently been identified by the 
United States as an essential 
precondition for a comprehen- 
sive deal in other sectors. 

Last night's Commission dec- 
laration consisted of three sep- 
arate points: a tougher assur- 


ance that Brussels will not 
allow EC import barriers to be 
reduced in such a way that a 
flood of rhaappr products from 
the world market wfil enter the 
EC; a c ommitmen t to "present 
the proposals necessary to 
epsure a more' effective set 
ashfe^rogramure in the Com- 
munity* — a reference to the 
currant EC scheme, currently 
little used, to pay formers to 
fcifciB arable land out of produc- 
tion; and a statement to the 
effect that “the total level of 
assistance to the less fa voured 
regions should not be reduced 
as a result of the implementa- 
tion of the outcome of tiie Uru- 
guay Round". 

Fea rs that t hese concessions 
were an o t her step backwards 
were voiced by Britain. Den- 
mark and the Nether- 
lands - bnt while Mr John 
Gummer, the UK agriculture 


minister, refused to commit 
himggTf, none of these three 
countries sa»d that they would 
vote against the newly modi- 
fied packag e. 

Mr Ignaz Ktechle, the Ger- 
man farm minister, said Hint 
tiie declaration was “a step in 
the rig ht direction* though he 
added that the changes still did 
not go far emg i g h, 

Mach last night appeared to 
depend an Mr Louis tfennaz, 
the French form minister, 
whose main concern was 
focused on the issue of Com- 
munity "preference”, the jar- 
go n for keeping Community 
markets for Community form- 
ers. He was pushing for an 
even tougher committment 
from the Commission on this 
point - a demand farther 
annoyed Mr Gummer. 

Canada fights for its dairy 
farmers. Page 8 


UK Bank chief 
sees European 
supervisory role 

By David Lascelles, Banking Editor, in London 


A FUTURE European central 
bank may have to take over 
some of the responsibility for 
snpervising banks from 
national authorities, the gover- 
nor of the Bank of BngiaTid 
said yesterday. 

Mr Robin Leigh-Pemberton, 
at a meeting of international 
bankers in Paris, raised the 
possibility that a new oentral 
bank’s powers would extend 
beyond monetary policy to 
include supervision. He said 
the issue might have to be 
addressed as early as next 
month's Intergovernmental 
Conference on monetary union 
in Rome. 

He said it was essential, 
regardless of the pace at which 
EC monetary nnion prog- 
ressed, to ensure that superei- 
sion kept up with the growing 
integration of European bank- 
ing at vi financial markets 

Although an EC. central 
bank’s main role would be to 
ensure the stability of tiie cur- 
rency, this would also entail 
safeguarding the stability of 
the system itself. "The job of 
monetary policy would be 
made infinitely more difficult if 
there were of confidence 

in tint hanlring 1 ttyH tom brought 

about by periodic crises or 
threatened crises.” 

It was stfll too eady to know 
what supervisory structure 
might be needed, and for the 
time being responsibility 
should be clearly concentrated 
at national level But Mr Leigh- 
Pemberton it was impor- 


mm Margaret Thatcher, the 
UK prime minister, signalled 
her determination to fight 
Oft any challenge to her lead- 
ership of the Conservative 
party following Sir Geoffrey 
Howe’s resignation last 

Separately, Mr Douglas 
Hurd, the foreign secretary, 
stepped np ministerial 
attempts to portray the gov- 
ernment as united and 
enthusiastic in its approach 
to Europe. Reports, Page 18 

tant to keep an open mind and 
be ready to adapt arrange- 
ments to the iwwig of the mar- 
ket. If next month's IGC 
decided to amend the EC treaty 
to provide for a new central 
hank, the EC would have to 
consider whether to endow it 
with supervisory powers. 

He was careful to state that 
no more power should be 
transferred from national level 
than was essential It would be 
dime in stages, with the EC 
central hank initially playing a 
co-ordinating role between 
national authorities. A conceiv- 
able final step would be the 
centralisation of some supervi- 
sory responsibilities. However, 
this might not happen for sev- 
eral decades, at least until 
European hanlring bad a dis- 
tinct character separated from 
national h anlring systems. 

Next month’s IGC will con- 
sider the next steps to be taken 
Continued on Page 18; 

Details, Page 13 


US elections avoid 
international issue 


By Lionel Barber in Washington 


THE MOST surprising feature 
of the mid-tenn US elections 
which tnfcp place today is that 
the Golf ends is not an issue. 

Americans have just seen 

the hifr ppgt and fastes t militar y 

build-up since the second 
world war, but few candidates 
running for state or national 
office have been willing to 
treat the deployment, or the 
likelihood of a war, as worthy 
of debate. 

November 1990 covers elec- 
tions for all the 485 House of 
Representative seats, 86 gover- 
norships and 85 Senate seats, 
as well as other local offices. 

Without President George 
Bush in the lead on national 
and international issues, the 
country's natural instinct is to 


think locaL This is even more 
true now that the economy is 
sliding into recession. 

Mr Kevin Phillips, conserva- 
tive political commentator. 
Mid: *T think we have seen the 
last flag factory now. Once 
real meat and potatoes is out 
there In the public arena, the 
old stuff M isnt going to work 
anymore. 

On Saturday, Mrs Dianne 
Feinstein, the former mayor of 
San Francisco bidding to 
become the Gist woman gover- 
nor of California, went on a 
12 -hour tour of Central Valley, 

Continued on Page 18 
Ihe race for Florida, Page 8 
US voting technology. Page 31 
Editorial co mment . Page 16 


Dutch insurance and banking 
group in talks on full merger 


By Ronald van de Krot in Amsterdam 


NATYONALE-Nederlanden, the 
largest insurance company in 
the Netherlands, and NMB 
Posthank, the country’s third 
biggest bank, disclosed yester- 
day that they are holding talks 
aimed at achieving a full 
merger. 

The merger, which would 
rank among the biggest in 
Dutch corporate history, marks 
the most important link-up 
between a bank and an insur- 
ance company in the Nether- 
lands since a longstanding ban 
on such mergers was lifted in 
January. 

The move also follows a 
number of similar mergers 
across Europe in the run-up to 
the single market of 1992, 
inrinrting the recent merger of 
VSB, the Dutch savings bank 
group, with Amev, the third- 
ranked Dutch insurer. 

Nat-Ned and NMB Postbank 
said they hope to complement 
each other in merchant bank- 
ing, p r op erty, and capital mar- 
ket operations, as well as In 
insurance. 

The merger, which will cre- 
ate a group with a market capi- 


talisation of FHL5 bn (868bn), 
is aimed at bolstering the part- 
ners' domestic positions to pre- 
pare for further expansion in 
Europe and the rest of the 
world. Together, they have a 
wide range of retail outlets for 
their banking and insurance 
products. 

NMB Postbank, itself the 
result of a merger consum- 
mated only is months ago, 
operates through more than 
400 domestic branches of NMB 
Bank and more than 2,600 post 
offices served by the Postbank. 

Nat-Ned operates in the 
Netherlands through several 
thousand insurance agents. 

Nat-Ned is by for the largest 
insurance in the Netherlands, 
with premium turnover of 
F123.1bn, total assets of 
Fl92.9bn and disclosed net 
assets erf FlBifan. 

NMB Postbank, which ranks 
third after the newly-merged 
ABN Amro and Rabobank, bad 
1989 revenues of F158bn, total 
assets of F1166.4bn and dis- 
closed net assets of F15.4bn. 
The Dutch state still has a 24 
per cent stake in the bank, a 


legacy (rf its former full owner- 
ship of the Postbank. 

Trading in the two compa- 
nies* shares was suspended in 
Amsterdam early yesterday 
ahead of the announcement 
Mr Jaap van Rijn, chairman of 
Nat-Ned, and Mr Willem Scher- 
Denhuiisen Rom. chairman of 
NMB Postbank, are dne to give 
further details at a press con- 
ference today. Bfr van Rijn wfll 
tend th» new combine until his 
retirement in mid-1992, when 
Mr Scherpenhnijsen Rom will 
succeed. 

The merger will be effected 
through the establishment of a 
holding company which will 
launch a share, swap offer for 
the existing shares in NMB 
Postbank and Nat-Ned. Nat- 
Ned and NMB Post bank will 
become subsidiaries of the new 
holding but wfll remain sepa- 
rated legally and operationally. 
They wfll. however, forge close 
commercial 

Holders of Nat-Ned shares 
wfll receive 10 shares in the 
new holdfog; plus 10 warrants, 
for every 10 existing shares 
they own. 


Sovtot poMcas Washington’s fear of the dar- 
ker side of revolution . 

UK prison reform: How to reduce Britain's 

swelling prison population 

Foretgn effairai Why Britain is trying to navi- 
gate Europe without a compass 
Lara NMB-Nat Ned: buyouts; the dollar, small 

companies — .. . — ■ — 

Technology: Putting the electronics Into elec- 
tions 1 “* 31 


Survey: Distribution services ra 

Surveys World commercial vehicle industry -IV 


Malta embraces the 
market culture 



- Maltese premier Eddie 
1 Fenech-Adami has 
done his best to soften 
his country's image of 
a polarised, some- 
times violent country 
with unsavoury allies. 
Pages 
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STERLING 

New York luncbHme: 

$1.9712 

London: 

51.9705 (1-951) 
DM2.9275 (2^3) 
FFr98225 (9-8375) 
SFr«L485 (2.4775) 
Y249.75 (251.0) 

£ index 943 (9 42 ) 


New York: Comax Dec 
$381.1 (37R0) 

London: 

$3770) (376.0) 

N SEA OR. (Argus) 
Brent Dec 
$32.7 (34.05) 


Chkrf price changes 
yesterday; Page 19 


DOLLAR 
New York 

DM1.48735 

FFr4.9885 

SFrl.251 

Y12&92 

London: 

DM1.488 (1.502) 
FFr4.985 (5.0425) 

SFr 1.2505 (1.2706) 
Y126.75 (128,6) 

S Index 600 (605) 
Tokyo close: Y127A5 
US haeUhn rates 
Fed Funds 78% 
3-mo TVeasury BIHc 
yield: 7.29% 

Long Bond: 

iooh 

yield: *67% 


STOCK BUNCOS 

FT-SE 100c 

2.050.1 f-t- 194) 

FT O r di nary : 

1.501.1 (+10*) 

FT-A AB-Sftare: 
989.77 (+0.7%) 

New York hne W ee 
DJ ind. Av. 

2,491.58 (+0.74) 

S&P Comp 

312^1 (+0.68) 
Tokyo: NBcfcel 
24,385.83 (+1HL34) 
LONDON MONEY 
3-month Interbank: 
dosing 13g% (13£) 
LBe long gIB future: 
Dec 84* (833) 
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EUROPEAN MEWS ___ 

C^rmsmy State will take 40 per cent of hard currency earnings to meet repayments bulge next year I us 

totfun a° al Debt needs prompt hefty new Soviet tax dra 

O •/ Bv OuenHn Peel in Moscow 


GERMANY WILL send coal 
and briquettes to Hungary to 
help the country meet energy 
shortages caused by curtailed 
Soviet deliveries of cheap 
crude oil, according to the 
Nepszabadsag newspaper, 
quoting Hungary's ambassador 
in Bonn, Reuter reports. 

It quoted Mr Istvan Horvath 
as saying the deliveries - 

500.000 tonnes of coal and 

150.000 tonnes of coal bri- 
quettes - would come from 
German strategic energy 
reserves and be paid for at an 
unspecified later date. 

Austria and Italy have 
already offered emergency fuel 
supplies to help compensate 
for the Soviet Union’s reduced 
deliveries. 

Bridge too low 

Finland has told the Danes 
that two bridges they plan to 
build would block exports of 
F innis h oil rigs, a foreign min- 
istry official said yesterday. 
Reuter reports from Helsinki. 
The bridges across the Great 
Belt seaway between the island 
of Sjaelland and the main 
Jutland peninsula would be too 
low for the rigs to be towed 
under them, he said. 

Bulgarian offer 

Bulgaria's main opposition alli- 
ance, the Union of Democratic 
Forces, said yesterday it was 
prepared to form a new govern- 
ment if Air Andrei Lukauov, 
the Socialist prime minister. | 
resigned, but it ruled out a 
coalition with the former Com- 
munists, AP reports from 
Sofia. 


By Quentin Peel in Moscow 

A HEFTY hard currency tax 
on Soviet enterprises, compel- 
ling them to sell 40 per cent of 
their export earnings to the 
state next year, has been 
imposed to finance a big bulge 
in debt repayments next year. 

It may also be used to help 
pay off the backlog in trade 
debts incurred by Soviet 
importers, still estimated at 
approaching $4 bn. 

At the same time, the Intro- 
duction of an effective 66 per 
cent devaluation in the rouble 
from November I is supposed 
to boost exports, discourage 
imports, and reduce heavy 
export subsidies financed by 
the state budget The new com- 
mercial exchange rate, cur- 
rently set at Rbsl.66 to the dol- 
lar, compared with the official 
rate of just RbsO.55, is sup- 
posed to reflect the purchasing 
power parity of the rouble, 
averaging a whole basket of 
differing commodities. 

Next year, Gosbank intends 
to move increasingly to a “free 
floating exchange rate” for 
enterprises, in an attempt 
gradually to bring together the 
commercial exchange rate, and 
the free market rate set by reg- 
ular currency auctions. 

These were the explanations 
given yesterday by Mr Oleg 

Mozhaisk ov, head of the inter- 
national monetary department 
of Gosbank, the state bank, in 
an attempt to alleviate wide- 
spread confusion about the 
Soviet Union’s new foreign 
exchange policies, and their 
effect on foreign investors, 
importers and exporters. 

He revealed that some key 
imports of social importance. 



Soviet defence minister Dmitri Yazov (right) chats with senior commanders after a 
rehearsal in Moscow for tomorrow's celebrations marking the Bolshevik revolution 


such as medicines, were likely 
to be exempted from paying 
the new commercial exchange 
rate, in order to prevent any 
drastic increase in the retail 
price. Other exemptions had 
yet to be determined. 

However, in principle, the 
entire range of commercial 


transactions - payments for 
goods and services — as well 
as the valuation of foreign 
inve s tme nts ', would be carried 
out at the new exchange rate. 

On the other hand, it was 
unlikely to make any differ- 
ence to the costs of foreign 
business offices operating in 


the Soviet Union, because most 
of tbeir expenses - rentals, 
telephone bills, petrol and 
domestic travel - were now 
denominated in hard currency. 

The latest decree by Presi- 
dent Mikhail Gorbachev, on for- 
eign exchange, ordering Soviet 
enterprises to sell 40 per cent 


to a new all-union currency 
fund, responded to the “diffi- 
cult situation" in next year’s 
debt repayments, Mr Mozhais- 
kov said. It was only effective 
for 1991. 

It has already been strongly 
attacked both by enterprises, 
and by the Individual repub- 
lics, as unwarranted central 
interference in precious hard 
currency earnings. 

Mr Mozhaiskov, who is now 
responsible for drafting new 
rules for the future open cur- 
rency auctions, explained that 
the country’s balance of pay- 
ments crisis had caused major 
problems for Vneshekonom- 
bank, the state bank for for- 
eign economic relations. 

Traditionally only required to 
arrange bridging finance to 
meet the seasonal imbalances 
between imparts (early in the 
year) and exports (usually late), 
it had found its short-term bor- 
rowings overwhelmed in the 
past two years by a more per- 
manent imbalance. 

At the same time, he said, 
there was a hunching in the 
repayment schedules for Soviet 
foreign debt, estimated at some 
seobn. Hard currency earnings 
for the coming year were esti- 
mated at between $30bn and 
$40bn, he said, depending on 
the performance of the oil 
industry. Hard currency 
requirements for debt servicing 
were estimated at up to $Ubn. 
The remainder of the 40 per 
cent compulsory purchase 
from Soviet enterprises would 
go towards a special currency 
import fund split between the 
central government and the 
republics. 


US under attack for 
dragging its feet 
over global warming 

By John Hunt, Environment Correspondent, in Geneva 

THE US was strongly criticised 
last night by Mr Carlo Ripa di 
Meana, the EC environment 
commissioner, for dragging its 
feet on action to combat global 
warming. He was speaking in 
Geneva on the eve of the min- 
isterial meeting of the World 
Climate Conference, and fol- 
lowing an EC and Efta declara- 
tion committing their 18 mem- 
ber states to stabilising carbon w 

dioxide and other greenhouse 
gases by the year 2000. £ 

T his new coalition will press *p, 
the US at today’s meeting - to 
be opened by Mrs Margaret 
Thatcher, the British Prime 
Minister - to adopt firm tar- 
gets for reducing these emis- 
sions. The US. the world’s big- .. 

gest producer of carbon dioxide WORLD CLIMATE 
pollution, is one of the few CONFERENCE 
major countries not to 

announce targets. _ , . 

It seems determined not to position. - . Thai will w a c en- 
do so at the Geneva confer- tral themes of our conference, 
ence, which is being attended This year, he said, the EC 
by environment ministers from would produce 750m tonnes ta 
more than 100 countries with coal - the fossil fuel whi ch te 
the aim of starting work on a the heaviest source of carbon 
global climate convention, dioxide, which is a cause ^of 
There is mounting pressure on global warming - but the US 
the US to foil into line with would produce twice as much, 
other countries. "Without co-operation at the. 

Mr Ripa di Meana, who also international level, deteriora- 
criticised the Soviet Union for tion of the environment will go 
foiling to announce targets for on," be warned, 
cutting greenhouse gases, said Environmental pressure 
the EC and Efta countries had groups are infuriated by a draft 
become the “Europe of 18" minis terial declaration drawn 
which would lead the battle up by officials for discussion at 
for action on global wanning, the conference. If approved, it 
“It is a question of how to would mean that the US would 
convince the Soviets and not be called on to adopt tar- 
the Americans of their gets foe cutting carbon dioxide. 



Isli hard-currency reserves reach $3.5bn South Europe urged to go high-tech 


By Stephen FIdter, Euromarkets Correspondent 


POLAND’S hard currency 
reserves have grown to $3.5bn 
(£1.8bn) and are expected to 
expand to SS.lbo by the end of 
next year, Polish officials 
have told the country’s leading 
creditor banks. 

The growth, which emerged 
at a meeting in Vienna 
between Polish officials and an 
eight-bank creditor group, 
reflects a large trade surplus 
and the fact that Poland is pay- 
ing no interest to foreign bank 
or government creditors this 
year. Net reserves were negligi- 
ble at the start of the year and 
it has not drawn on a $lbn 
currency stabilisation fund 
from industrialised countries. 

Poland is forecasting a 
S2.9bn trade surplus this year, 
despite a rise in energy prices. 


Exports are forecast 36 per 
cent higher than last year at 
37-5bn. Imports are expected to 
fall 10 per cent to $4.7bn, 
reflecting the recession. 

The government, which has 
sought 80 per cent debt forgive- 
ness from creditor banks and a 
similar concession from bilat- 
eral government creditors, said 
it had appointed three invest- 
ment banks as debt reschedul- 
ing advisers. The three are 
Lehman Brothers of the US. 
S.G. Warburg of Britain, and 
Lazard Frtres of France. 

The appointment of advisers 
is likely to upset some bank 
creditors, since their foes are 
believed substantial. The non- 
payment of interest to banks is 
also criticised by bankers, 
especially while the country’s 


foreign exchange reserves are 
rising. The Vienna meeting 
with the banks led by Barclays 
Bank of the UK produced little 
of substance, bankers said. The 
two sides win not meet until 
after the Polish presidential 
election on November 2L 
Banks appear unwilling to 
advance significant Polish debt 
proposals without a proposal 
from the Paris Club of creditor 
governments, to which nearly 
three-quarters of its more than 
S40bn foreign debt is owed. The 
Paris Club has agreed a mora- 
torium of interest and princi- 
pal payments falling due, until 
March next year, but has not 
yet formulated a proposal on 
how to treat Poland’s debt 
beyond that ' 

• Polish coal miners stopped 


work for two hours yesterday, 
in the first strike called by the 
Solidarity trade union against 
the government it helped to 
form last year, Reuter reports 
from Warsaw. Solidarity said 
miners in over 60 of Poland's 
70 pits held rallies demanding 
more pay and the freeing ol 
coal prices. 

0 The number of Polish job- 
less topped lm in October after 
10 months’ austerity and free- 
mari tet economics, but lay-offs 
slowed, the Labour Ministry 
said- Jobless totalled 1,008,416 

- 7.5 per cent of the workforce 

- on October 31, after a 
monthly rise of 82,000, the low- 
est since January. Poland had 
9,700 unemployed before aus- 
terity measures came in on 
January L 


By David Buchan in Brussels 

SOUTHERN Europe should 
modernise itself by moving 
higher up the technological 
ladder, rather than trying to 
reinforce its comparative edge 
in traditional, labour-intensive 
sectors that are under increas- 
ing competitive threat from the 
Third World. 

This is one .of the conclu- 
sions of a 340-page study 
released yesterday by the Euro- 
pean Commission on the effect 
of the “1992” programme on 
European industry. Its analysis 
of some 40 sectors accounting 
for around half of Community 
industrial output highlights 
the different challenges facing 
northern and southern Europe. 

Hie capital goods industry, 
far more important in the 
north, faces greater competi- 


tion through the opening of 
public procurement to cross- 
border bidding. In response, 
companies are cutting capacity 
and linking up. 

The southern European 
problem is less related to the 
single market programme and 
more to import competition 
from developing countries. 

As a result, southern 
Europe’s traditional exports of 
clothing, sboes, and textiles 
are declining, while higher- 
technology exports such as 
domestic electric gadgets are 
improving. The Commission 
notes that traditional shoe and 
textile makers can survive, if 
Ufa* Italian fasHiqn houses they 
go right up market. But its 
general prescription to Spain, 
Portugal and Greece* is switch 


into higher technology indus- 
tries. The first two countries 
are succeeding in this, but the 
last Is not, it implies. 

The overall message which 
the Commissioners draws from 
its own densely factual study 
is that there will be no pre-de- 
termined industrial winner s or 
losers from 1992. 

Its separate studies on each 
of the member states records a 
mix of benefits and drawbacks. 
However, Mr Michael Emerson, 
the senior Commission econo- 
mist presenting the report, 
conceded that if current predic- 
tions of recession proved accu- 
rate, the poorer regions would 
suffer most. ; . 
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Information is merely an 
accumulation of facts. Wisdom lies in 
knowing how to use those feces. We 
apply this principle when we design a 
diversified portfolio, tailored to an 
investor’s performance criteria. 

With over a century of successful 
investment experience, we have learned 
that true wisdom begins with an under- 
standing not only of investments, but of 
the investor. We know that successful 
strategies are dictated by the investor's 
unique goals and objectives, both 
long-term and short-term. 

Aetna has become the largest 
investor-owned insurance and financial 
services organization in the United 
Stares by paying close attention to these 
beliefs. Today, clients trust us with over 
U.S. S75 billion in management funds 
because of our market knowledge, and 
sophisticated research and management 
techniques. But also, because we 
understand our investor’s individual 
requirements. 

May we apply some of our 
wisdom to your situation? We invite 
your calk 
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French take 
education 
concerns on 
to streets 

By Ian Davidson In Paris 
Socialist 

government is coming under 
fressure from a wave of dem- 
onstrations from secondary 
school students who axe pro- 
testing at the violence and 
erf security inside their school 
premises. 

JThe protests coincide with 

- JLi? vernment ’ 5 Plans to 
mnnauce a new social security 
levy, and the prospect of faring 
acensure motion which is 
SST 5? supported by the 
both the Communists and the 
conservative opposition. 

The demonstrations, which 
first erupted at Seine-Saint- 
Denis and other northern sub- 
urbs of Paris last month, have 
since spread across France. 
Moreover, the demonstrators 
have broadened their com- 
plaints to the quality of the i 
education system. , 

Yesterday more than 20,000 
students marched to the 
na t io n a l , assembly which was 
debating the 1991 education 
budget 

But the paradox is that the 
students are protesting against 
a Socialist government giving 
a significantly higher priority 
to the expansion and reform of 
the education system than any 
of its recent predecessors. 

It is aiming to bring 80 per 
cent of school-leavers up to the 
level of the baccalaureat by the 
end of the century compared 
with around 45 per cent today. 
And despite a general squeeze 
on public expenditure, the edu- 
cation budget has grown rap- 
idly every year since the 
Socialists were returned to 
power in 1988. 

Next year’s education bud- 
get, slated at FFr248bn, (£25bn) 
will be 9 per cent largo- than 
this year’s. It is 8.7 per cent 
larger than in 1989. The 
increase is higher than the rate 
of inflation; the education bud- 
get is larger than the national 
defence budget 

In line with the govern- 
ment’s programme of expan- 
sion, the budget also provides 
for the creation of 12£80 jobs 
(7,800 of them teaching jobs). 

Moreover, in what appears a 
panic response to the student 
protests, the government has 
added another 1400 non-teach- 
ing jobs, pins diooo places for 
young student teachers. Never- 
theless, the students are 
denonnemg the education bud- 
get for "sacrificing the training 
of France’s youth ", . . . 

Fart of the problem fe the 
speed of the expansion of the 
secondary school system: 
expectations are running 
ahead of what the physical 
infrastructure and the tea chin g 
profession are able to provide; 
many of the schools are old 
and dilapidated; most are 
increasingly over-crowded. 

It js significant that the cur- 
rent wave of protests started in 
relatively poor working class 
districts, where the schools are 
also worse off than those in 
more prosperous areas. 

Moreover, there are short- 
ages of teachers for key sub- 
jects like maths and in socially j 
difficult districts. One of the ! 
students’ main complaints is 
that too many classes are 
being taken by emergency or 
stand-in teachers. 

However, a more fundamen- 
tal charge is now being levied 
by some politicians and educa- 
tionists: there is a fundamental 
tension between the authori- 
tarian, centralised and elitist 
culture of the traditional 
school syst e m, and the high- 
quality programme of mass 
secondary education for which 
ffie government fs arming: 

The Socialists introduced a 
partial decentralisation erf the 
system in the early 1980s, and 
the government is looking at 
ways of expanding the freedom 
of manoeuvre of Individual 
gc frrmia to allocate their own 
resources. But education paHcy 
re mains essentially na ti o n a l , in 
budget, in organisation and 
above aQ in spirit. _ 

The government is wrestling 
with the problem of reforming 
the syllabus and the teaching 
methods, and in par ticul ar 
with the relations hi p between 
the traditional literary or sci- 
entific baccalaureat for the 
intellectual elite, and the needs 

of the less inteUectuaL 
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Bonn persuades Rohwedder 
to stay on at Treuhand 


Malta embraces a market culture 



NEW YORK 


By David Marsh in Bonn 

THE German government has 
polled off an economic policy 
coup by persuading Mr Dettev 

Rohwedder, the chairman of 
the Hoesch steel group, to stay 
on as chief executive of the 
Treuhand agency privatising 
j cast German companies. 

The agreement, reached 
after the personal intervention 

Mr Theo Waiget, the finance 
minister, came less than a 
week after Mr Rohwedder said 
he would stand down at the 
end of the year. 

. The Berlin-based Treuhand 
is in charge of the world's larg- 
est programme of selling off 
state assets. By clearing up 
doubts about the future man- 
agement and direction of the 
agency, the Government has 
laid down an important precon- 
dition for successful restruct- 
uring of the east German econ- 
omy. 

Mr Rohwedder was 
appointed chairman of the 
Treuhand supervisory board in 
June and took over as chief 
executive on an interim basis 
in August after the resignation 
from this job of Mr Reiner 
Go hike, the former Bundes- 
bahn chief 

A Finance Ministry spokes- 
man said yesterday that Mr 
Rohwedder had agreed to stay 
on after Mr Waigel spelled out 
to him Bonn’s interest in 
assuring “continuity" at the 

Sharp fall 
in German 
trade surplus 

By Andrew Fisher 
in Frankfurt 

GERMANY’S trade surplus has 
fallen sharply this year as 
Import demand has acceler- 
ated after the opening up of 
east Germany. 

In the first nine months, the 
surplus was down by 20 per 
cent to DM84 bn. (eatfihn) in 
the area formerly known as 
West Germany. In file whole 
D-Mark area - the cur rency 
was introduced into east Ger- 
many in July - it fen by IF 
per cent to DM92bn. 

The difference reflects the 
shifting safes efforts by west 
German companies from 
export markets, mainly in 
w e st ern Europe, to markets In 
east Germany. Hie movement 
of goods from west to east Ger- 
many has more than doubled 
fids year. . . 

The strength of the DMaxk, 
buttressed by the Bundesbank 
which wants a firm currency 
to resist inflation and help 
attract Investment funds into 
the east, has also hampered 
exports. 

Several prominent west Ger- 
man companies, notably the 
big chemical concerns and the 
Vol k s w age n car manufacturer, 
have said that the high 
D-Mark has eroded profits. 

In the same week during 
which the Berlin Wall and the 
former East German border 
were opened a year ago on 
November 9, the Federal Star 
ttsfics Office said imports into 
west Germany rose by &6 per 
cent in the Jannary- 
September period, while 
exports edged up by less than 
1 per cf pL 

Much of the import flow into 
east Germany has come 
through the west, as leading 
store and distribution groups 
have geared up to satisfy the 
loag-fria a tra te d desires of east 
German consumers. 

In September alone, exports 
dropped by &5 per emit from 1 
west Germany, with imports 
gaining 6.6 per cent The , 
Bundesbank has called the 
decline In Germany's sur- 
pluses “a desirable accelera- 
tion of the external adjust- 
ment process.” 

Skoda denies It 
has opted for 
VW partnership 

CZECHOSLOVAKIA’S 
state-owned car-maker Skoda 
denied yesterday that it had 
already decided between 
Volkswagen or Renault as Its 
partner in a mnlti-biDion ^dol- 
lar deal, Renter reports from 
Prague. 

A joint statement from 
Skoda and the Engineering 
Ministry said discussions were 
still continuing and the final 
ffericWin would be taken next 

month. 

Recent reports, coinciding 
with a visit to Czechoslovakia 

by Volkswagen's president, Mr 

Carl Hahn, have suggested 
that Skoda has already opted 
for the German company in a 
deal worth up to DM8bn 
(£&7bnX 

Renault’s deputy managing 
director, Mr Louis Schweitzer, 
said in Prague last month that 
a proposal by his company 
would help the modernisation 
mid development of Skoda cars 
for the rest of the century. An 
improved Rmuntt offer, made 
in conjunction with Volvo, Is 
worth FFrlSim (£1.3bn). 

Skoda is looking for a for* 
eign partner for investment, to 
modernise its main plant at 
Boleslav near Prague, 
and to supply engines for 
Skoda cars. 



Rohwedder: assurances 
from the government 

top of the Treuhand. 

Mr Rohwedder, a Social 
Democrat, was state secretary 
in the Economics Ministry dur- 
ing the government of Chancel- 
lor Helmut Schmidt. He is 
thought to have been given 
assurances about his future 
salary as one of the conditions 
for maintaining the job. 

Although the Finance Minis- 
try would not confirm this yes- 
terday, the Government is 
likely to have guaranteed Mr 
Rohwedder a salary similar to 
the DMlm a year he is reputed 
to be earning as chai rman of 
Hoesch. 


Mr Jens Odewald. the new 
head of the Treuhazxd’s super- 
visory board, who is also the 
chairman of the Eaufhof 
department store concern, said 
yesterday that the last few 
weeks* persistent public debate 
about top management at the 
Treuhand would soon be “stil- 
led". He predicted an “invest- 
ment boom” next year in east 
Germany. 

Mr Rohwedder has earned a 
reputation as a tough-minded 
manager in his 11 years as 
head of Hoesch. The Treuhand 
chief, however, in recent weeks 
has come under criticism from 
parts of Chancellor Helmut 
Kohl Christian Democrat party 
for alleged hesitancy in selling 
off the 8,000 largely moribund 
companies in the Trenhand’s 
portfolio. 

Mr Rohwedder so far has 
sold 200 companies and expects 
to complete the sales of 500 by 
the end of the year. 

Last week he hit out bitterly 
at critics of the Treuhand ’s 
operations. Castigating those 
who thought that the Treu- 
hand's sell-off programme 
would soon be accomplished, 
he said that privatisation was 
h«»fag held up by administra- 
tive and legal hurdles in the 
east, and that the Treuhand 
would still exist for many 
years to come. 


Richard Evans and Godfrey Grima on efforts to attract investment 

M ALTA, with few natural ad van- dominated economy into one that can US, where Mr David Diebold, former! 
tages apart from its strategic compete on the world market has made senior adviser to the Reagan artm ini s 
position and plenty of sunshine, painfully slow progress. thin, and the Washington legal firm 


M ALTA, with few natural advan- 
tages apart from its strategic 
position and plenty of sunshine. 
Is embarking on a fresh bid to attract 
industry and investment 
The island’s difficulties are readily 
apparent; It is tiny, with a population of 
under 350,000, and it is trying to compete 
with the expanding, km-cost economies of 
south-east Asia and north Africa on the 
one hand, and with the developed world 
on the other. 

Furthermore, it has not always done Its 
own cause much good in the past. Memo- 
ries of the braising conflicts between the 
British and the autocratic, confrontational 
premier Dom Mintoff in the 1970s remain 
vivid, and the controversial defence and 
commercial links with COlonei Gadaffi’s 
Libya made Malta the subject of US suspi- 
cion and hostility. 

AH that has changed, first with the sub- 
stitution in 1984 of Mr Mintoff as Labour 
leader by the more conciliatory Dr Car- 
meln MiEsud Bonnid, and then with the 
accession to power in 1967 of the National- 
ist, or Christian Democratic, government 
of Dr Eddie Fenech-AdamL 
Relations with Libya, although still 
dose commercially, are at arms length 
politically, and the emphasis in external 
relations Js now firmly away from the for- 
mer communist bloc and towards the west 
Malta has applied to join the European 
Community and negotiations are expected 
to start by 1993. 

But leading Maltese politicians and busi- 
nessmen concede that the image of a 
polarised, sometimes violent, country with 
unsavoury allies has not been easy to 
overcome. 

The planned transformation by Dr 
Fenecb-Adami of an over-protected, state 


painfully slow progress. 
The first priority wa 


The first priority was to improve the 
creaking infrastructure. A Mg capital pro- 
gramme was launched to overhaul the 
telecommunications network and to build 
a new power station, desalination plants 
and a second airport terminal. 

This programme is largely completed 
and the emphasis is now turning towards 
attracting higher skill industries like elec- 
tronics, auto components, medical instru- 
ments, pharmaceuticals and information 
technology to take the place of more tradi- 
tional employers like textiles, the viability 
of which is being threatened by low-cost 
competition from north Africa. 

There is already a competitive package 
of incentives in place involving a 10-year 
tax holiday for incoming export-orientated 
companies, ready-built factories at subsi- 
dised rents, and training grants. 

The task of marketing the island is the 
responsibility of the Malta Development 
Corporation. Mr John Dalli, the Minister 
for Economic Affairs, has appointed Pro- 
fessor Joe Bannister as Chairman of the 
MDC. based partly in Malta and partly in 
London. 

The key element in the new strategy is 
the development of a network of contacts, 
particularly in the US and Europe. These 
intermediaries will spotlight companies 
and help vet them at an early stage, so 
that scarce resources can be concentrated. 

In London, the main international office 
of MDC, the adviser is Mr Amo Nash, who 
has wide knowledge of electronics manu- 
facturing and who set up factories in 
Malta for General Instruments and for 
Toko, a Japanese manufacturer. 

There is a special arrangement in the 


US. where Ur David Diebold, formerly a 
senior adviser to the Reagan administra- 
tion, and the Washington legal firm of 
Dechert Price Rhoads have been con- 
tracted to seek out business from US com- 
panies. The firm will get paid by results, 
with a 2 per cent commission on net 
Investments up to a maximum of 3100,000 

per contract. 

S imilar arrangements are being worked 
out for western and central Europe, with 
an agent based in Germany, which has 
traditionally been Malta's most active 
investor. “This concentration of effort will 
gain great credibility if we can achieve the 
first results quickly. It looks very promis- 
ing, " says Prof Bannister. 

The next stage of the plan will be to 
develop a science perk next to Malta's 400 
year did university outside Valletta. There 
is finance available for the building over 
the next 18 months of 60 to 70 manufactur- 
ing units to enable high technology com- 
panies to develop their own research and 
development facilities on the island. 

T ourism will continue to be Malta’s 
biggest revenue earner for the fore- 
seeable future, but it too is subject 
to fashion and adverse economic pressures 
as well as being seasonal. The govern- 
ment's intention is to generate permanent 
high-skill jobs that will guarantee employ- 
ment and bring the economy up to west- 
ern European standards. 

To the visitor to Malta, the optimism 
and confidence have a familiar ring, but 
over the last few years the high hopes of 
successive governments have only inter- 
mittently been fulfilled. This time the Lib- 
yah ghost appears to have been exorcised 
and there is a more coherent strategy in 
place. 


THE POWER OF BELIEF: No.4 in a series 
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To pet people (o rare about quality, 
you have to care about them. 


At Motorola, we believe that 


caring about your customers begins with caring about 

your own employees. This belief in 
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On this cord carried 
.fv by Motorola employe**, 
j§F. s "constant respect for 

people" k tha very first of the 
company’s key beliefs, having the "best 
in daw people' u one of the fee y gaols. 


constant respect for people has led to 
a dedicated work force who consistently 
deliver high-quality products.® Motorola is 

On this card corned 
by Motorola employees, 

company’s key befitrfi. Jioving the "best committed to providing at least one week 

in cfass people" u one of the fee y goob. -*■ ^ 

of training a year for every single employee. We teach 
new creative skills, endow our staff with a sense of 
individual worth, and show them that their concerns 
for personal 
development 
are being heard 
The result: 

Our employees can now realise the potential that 
they once may have only dreamed possible. ■ There’s 



only one way to care about 
people, and that’s one at a time, 


Building On Beliefs 


MOTOROLA 
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defies Bush Baker 


and cuts off aid to Zaire 


By Lionel Barber in Washington 


THE US Congress has defied 
the Bosh administration and 
cut all military and economic 
aid to President Mobutu Sese 
Seko of Zaire, a long-stanrfine 
US ally in Africa. 

The Congressional action 
severs $4m in military aid -nid 
means that $40m in economic 
aid can only be funnelled 
through humanitarian agen- 
cies which have no connection 
with the Zairian government. 

The move follows wide- 
spread criticism of Zaire’s 
human rights record as well as 
accusations that Mr Mobutu 
has used his Washington con- 
nection to siphon off a per- 
sonal fortune running into 
hundreds of millions of dollars. 

The cut-off could affect a 
combined US, Soviet and Por- 
tuguese effort to reach a peace 
settlement in neighbouring 


Angola. 

Though his Influence has 
declined, Mr Mobutu was until 
recently a mediator in the 
Angola conflict as the promo- 
tor of “African solutions to 
African problems." 

Congressman Stephen 
Solaxz. the Brooklyn Democrat 
who led the fight to cut off aid, 
rejected such suggestions: 
“What jeopardises regional sta- 
bility is the existence of a 
‘kleptocracy’ in Zaire that has 
driven the standard of living 
lower than it was at the time of 
independence three decades 
ago." 

The US State Department, 
which resisted the Congressio- 
nal action, has raised concern 
that Mr Mobutu’s tentative 
reform efforts could be under- 
mined. 

In the past 13 months, these 


efforts have included lifting a 
ban on opposition parties and 
independent newspapers. 

Mr Mobutu's connections 
with the US go back 25 years 
when he seized power in ' the 
mineral rich former Belgian - 
Congo, which some academic 
experts believe was assisted by 
the Central Intelligence 
Agency. Mr Mobutu flourished 
during the period of east-west 
confrontation. 

The end of the cold war has 
diminished Mr Mobutu's lever- 
age over the superpowers; it 
has also encouraged Congress 
to reassert the importance of 
human rights and high princi- 
ple in US foreign policy - the 
same spirit which helped to 
topple dictators and former US 
allies such as President Marcos 
of the Philippines and Presi- 
dent Somoza of Nicaragua. 


By Michael Field in Riyadh 

MR James Baker, the US 
secretary of state, arrived in 
Saudi Arabia yesterday to fi nd 
both the Saudi people and the 
Kuwaiti government-in-exile in 
a militant mood over the con- 
frontation with Iraq. 

Sheikh Jaber al-Ahmad al- 
Sabah, the Emir of Kuwait, 
said at the start of with 
Mr Baker which took place in 
the mountain resort town of 
Tai£ “I would like my country 
liberated today rather t han 
tomorrow.” 

Mr Baker, on the second leg 
of a Middle East and European 
tour intended to confirm the 
solidarity of the US and Saudi- 
led alliance against the Iraqi 
occupation of Kuwait, was due 
to meet King Fahd and senior 
Saudi ministers in Jeddah last 
'night. 

Little has been said officially ' 
about what Mr Baker and King 
Fahd would discuss, but it is 
thought that an important part 


of their talks would be con- 
cerned with when and under 
what conditions the allies 
should launch a military 
assault to drive Iraq out of 
Kuwait. 

“This crisis is entering a new 
phase," Mr Baker said before 
leaving Taif for Jeddah. 

“While we are still seeking a 
peaceful political and diplo- 
matic solution, we have to put 
ourselves in a position where 
we would be able to exercise 
any options that might be 
available,” the US secretary of 
state added. 

4.«. Th £ Tiew members of 

the Saudi royal famil y and 
other figures in the establish- 
ment here is that King Fahd 
may urge the US to attack the 
Iraqis forces as soon as possi- 
ble, but more likely will tell Mr 
Baker that he will accept what- 
ever decision Washington 
takes over military action. 

The mood in Saudi Arabia in 



THE GULF 


the last week has been notice- 
ably mili tant. 

The Saudi media has been 
playing up hardline Bush 
administration statements 
paying less attention to the 
more conciliatory stand of 
France and the Soviet Union. 

Saudi opinion is almost uni- 
formly in favour of milita ry 
action. The common prediction 
is that the allies win win in a 


matter of days. 

There has been much specu- 
lation about the date of an 
attack, with the current 
favourites being moonless 
nights in the middle of this 
month or next Moslem holy 
men, whose sermons are broad- 
cast from the mosques by loud- 
speakers, have been heard call- 
ing for a jihad (holy war) 
against Mr Saddam Hussein. 

Saudi officials say that 
reports 10 days ago that Prince 
Sultan, the minister of defence 
and a full brother of King 
Fahd, favoured a compromise 
solution - which might 
involve Kuwait giving two 
islands to Iraq after an Iraqi 
withdrawal from the country 
- were based on the selective 
quotation of a long interview 
he gave to Palestinians and 
Lebanese journalists. 

People close to Prince Sultan 
now say that he had made it 
clear at the beginning that the 


acquisition of territory by Eun&: 
was totally unacceptable, but - 
had gone on to say that genesv' 
ally the Arabs should never: ■ 
resort to violence over smalt-' 
territorial Issues. ' * 

If the Kuwaitis had wa utafc 
to settle their borde r disp ute 
by giving Iraq some territory,', 
this would have been a proper 
brotherly Arab solution, he •; 
suggested. 

A statement by Prince Sul 
tan in September that Samfi . 
Arabia should not be used as a 
base for any military assault Is ' 
said to have reflected the mood. - 
of the time, when sanctions 
were new, reports of atrocities . 
in Kuwait fewer and hopes of -a 
peaceful solution higher. /V-\' 

Later this week Prince Sul- ' . 
tan is scheduled to visit SattH 
Arabia’s Eastern Province^ 
where the military bufld-up5s 
under way, and is expected to 
make statements whidh wHTbe - 
much tougher than before. V.. 


area’s ruling party holds 
itch talks to end crisis 



Pentagon to send thousands of reservists to Gulf 


Sy John Ridding in Seoul 

SOUTH Korea's President, Mr 
Roh Tae Woo, today will meet 
Mr Kim Young Sam, his num- 
ber two In the ruling Demo- 
cratic Liberal Party, in an 
attempt to resolve a factional 
dispute which threatens the 
unity of the party. 

Mr Kim, who returned to 
Seoul yesterday after boycot- 
ting party activities since the 
end of last month, will decide 
after the meeting whether to 
withdraw himself and mem- 
bers of his faction from the 
DLP, which is facing its worst 
factional feuding since it was 
formed in February. 

The current dissension in 
the DLP was triggered by the 
question of whether to adopt a 
parliamentary cabinet system 
of government in preference to 
the existing presidential sys- 
tem. But it has developed into 
a struggle for power between 
the party’s various factions. 

Mr Kim Young Sam. who is 
seeking the party's nomination 
for the presidential election in 
1992, is opposing the constitu- 
tional reform sought by Presi- 
dent Roh and members of the 
former Democratic Justice 
Party. The DJP merged with 



Kim Young Sam: ambitious 

Mr Kim’s Reunification Demo- 
cratic Party, and the New Dem- 
ocratic Republican Party, a 
smaller opposition group, to 
form the DLP. 

Mr Kim, who is executive 
chairman of the DLP, has aiaw 
called for stronger party disci- 
pline and has demanded 
greater powers in the running 
of the party. Fifty national 
assembly members who belong 
to Mr Kim’s faction have 


threatened to leave the DLP in 
support of Mr Kim. 

Differences over the intro- 
duction of a cabinet system of 
government were narrowed fol- 
lowing a series of meetings at 
the weekend. Members of the 
former DJP and NDRP factions 
now seem prepared to postpone 
a revision of the constitution 
in order to prevent the 
break-up of the party. 

However, Mr Elm’s mils for 
greater discipline and greater 
powers in running the party 
have been greeted with suspi- 
cion by opponents within the 
DLP. 

Members from the other fac- 
tions believe he is trying to 
guarantee his succession to 
President Roh, who steps down 
in 1992, and are advocating a 
competitive election to deter- 
mine the party’s presidential 
candidate. 

In addition, the series of dis- 
agreements has prompted a 
split between Mr Kim Young 
Sam and Mr Kim Jong Pil, 
leader of the faction comprised 
of the former NDRP. Mr Kim 
Jong Pil said he could “no lon- 
ger tolerate" the behaviour of 
his party colleague. 


THE PENTAGON intends to 
activate thousands of troops 
from the military reserves to 
bolster the 220, 009-strong US 
force in the Golf, Defence 
Department officials said yes- 
terday, Lionel Barber reports 
from Washington. 

The call-up is likely to ta ke 
place over the next two 
mon ths. The aim is to 
strengthen fighting units in 
the Golf and to help rotate 
some of the forces deployed in 


the region since Iraq’s inva- 
sion of Kuwait on August 2. 

US officials said no final 
decision has been made on the 
number of military reservists 
to be called up. But Mr Rich- 
ard Cheney, US Defence Secre- 
tary, said last week that the 
“ight send up to 100,000 
additional troops to the region 
to confront more than 435,000 
Iraqi soldiers dug into Kuwait 
The Pentagon had opposed 
calling up combat reservists 


because the time needed to 
train them cut into the 180-day 
limit they could serve. But 
Congress last week opened the 
way for a wider call-up when 
It doubled the limit on active 
duty service for combat reserv- 
ists to 360 days. 

So far, 34,000 reservists 
have been mobilised to per- 
form support roles such as 
mechanics, cooks, and mail 
handlers in the Gulf. 

Reuter adds from Nicosia: 


Packed with warplanes and 
missiles, the US aircraft car- 
rier Midway steamed up the 
Gulf yesterday . 

The Midway and seven 
escort vessels boosted a force 
that already includes about 70 
warships, aircraft squadrons, 
and more thaw 310,000 men to 
counter Iraq's hold on Kuwait 

The carrier is the second US 
carrier to enter the Gulf since 
Iraq’s August 2 invasion of 
Kuwait 


Sending the Midway into the 
Gulf puts targets in Jraq rad 
Iraqi-occupied Kuwait within 
range of the carrier's 75-war- 
planes without the need for 
refuelling. The warship has 
seven escorts. 

Three other carriers are in 
the region, the Independence 
in the Northern Arabian Sea, 
the Saratoga in the Red Sea 
and the John F. Kennedy in 
the Mediterranean. 
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By Paul Betts, Aerospace Correspondent 


Zambia copper strike ends 


CORRECTION 
Universal Bank 

The Financial Times very 
much regrets the Inclusion of 
Universal Bank in a list of 11 
Lebanese local hanks reported 
on Thursday of last week to 
have been offered credits by 
the Banque du Liban to stave 
off a liquidity crisis. 

The bank is not facing a 
liquidity crisis and has not 
received, been offered or 
applied for any such loan. Its 
name should not have been on 
the list. 

It follows that the allegation 
made later in the article con- 
cerning businesses run outside 
Lebanon has no application 
whatever to Universal Bank or 
those responsible for its man- 
agement 

nity of correcting *«$££ I Bank off Israel leads the 

unreservedly apologises to the 
bank and its managers. 


By Mike Hall in Lusaka 

MORE THAN 1,000 workers at 
Nchanga, Zambia’s largest cop- 
per mine, agreed to return to 
work yesterday after a partial 
strike forced the closure of ore 
processing facilities over the 
weekend. 

The action, which was not 
supported by the mine work era’ 
union, followed a rumour that- 
demands for a 200 per cent 
wage rise had been rejected by 
the state-run Zambia Consoli- 
dated Copper Mines. "The 
rumour is unfounded," said a 
union official. 

"We are doe to begin talks 
on a new agreement this week 


and miners’ expectations are 
high. The situation is so vola- 
tile that anything can happen 
when you least expect it" 

A ZCCM statement said the 
majority of striking workers 
had returned to work yester- 
day after union officials had 
warned miners that their 
action could jeopardise the out- 
come of talks on a new agree- 
ment. 

Nchanga, the second largest 
open-pit mine in the world, 
accounts Tor about 40 per cent 
of Zambia’s total annual pro- 
duction of 450,000 tonnes of 
copper. 


INTERNATIONAL airlines 
have agreed to increase passen- 
ger and cargo fares for the sec- 
ond time since the Iraqi inva- 
sion of Kuwait, to offset higher 
fuel and other operating costs. 

The latest round of fare 
increases involves a 4 to 8 per 
cent rise in international pas- 
senger air fares and a 3 to 7 per 
cent rise in cargo rates, the 
International Air Transport 
Association (late) said yester- 
day. 

The new fare increases, 
agreed at a four-day lata tariff 
conference in Geneva, follow a 
5 to 7 per cent increase for 
international passenger air 
fares and an 6 per cent 
Increase for cargo rates in Sep- 
tember. 

lata said the new fare 
increases would now be put to 
governments for approval an d 
should come into force during 
the middle of next month. 

The organisation, which 
groups together 200 airlines, 
said that the fare increases 
would help airlines recover, at 
least in part, continued rises in 
costs, especially fuel. Aviation 


fuel costs account for between 
10 and 25 per cent of total 
international airline operating 
costs. 

Even before the Gulf crisis 
sent fuel prices soaring, airiinp 
profitability was coming under 
pressure despite a 7 per cent 
increase in both passenger and 
cargo traffic last year. 

However, the Iraqi invasion 
and the volatility of aviation 
fuel prices are having severe 
repercussions on the financial 
performance of airlines. 

Mr Gunter Eser, the lata 
director general, estimates that 
airlines will report a cumula- 
tive net loss of more than S2bn 
(£lbn) on their international 
operations this year, compared 
with a profit of $3 00m last 
year. 

Mr Eser also warned at the 
lata a nn ual meeting last week 
that the eventual recovery 
prospects for airlines were 
threatened by the problems of 
congestion in the sky and on 
the ground at airports, which 
could undermine longer term 
growth prospects for the indus- 
try. 


Iraq woaald 6 Mt Israel first 5 


Protests m 


criticism off Sharon plan 

By Hugh Carnegy in Jerusalem 


ABOUT 3,000 people 
demonstrated yesterday out- 
side radio and television cen- 
tres in Bangladesh yesterday 
against what they called gov- 
ernment propaganda on the 
state-run media, Reuter 
reports from Dhaka. 

The protests were the latest 
act in an opposition ramp algn 
that began in 1987 for Presi- 
dent Hussain Muhammad 
Ershad to resign and hold free 
elections. In October, eight 
people were killed during anti- 
government protests. 

Hunger strike 

More than 160 jailed Moslem 
militants have gone on hanger 
strike in Tonis, demanding the 
status of political prisoners 
and a right to pray together, 
the Islamic Nahdha (Renais- 
sance) Movement said 3-ester- 1 
day, Reuter reports from i 
Tunis. 

Most of the group, held in! 
the capital’s Civil Prison, were j 
detained over the past 10 days, 
a spokesman said. 


THE Israeli government has 
come under strong criticism 
from parties as diverse as the 
Bank of Israel and some of its 
own ministers over its latest 
attempt to head off a looming 
housing crisis caused by a 
swelling tide of Jewish immi- 
grants pouring in from the 
Soviet Union. 

A majority cabinet decision 
on Sunday handed Mr Ariel 
Sharon, the housing minister 
and immigration chief, the 
power to award land and build- 
ing contracts through closed 
tenders or, in “special cases" 
not so for defined, without the 
issue of any tender at alL 
Mr Sharon insisted the move 
was required to cut through 
red tape and speed housing 
starts which are lagging far 
behind demand. But opposition 
MPs. the governor of the Bank 
of Israel, the attorney general 
and four cabinet ministers 
strongly objected. 

Prof Michael Bruno, the 
Bank of Israel governor, 
objected that the provision set 
no time limit or limi t on the 
amount of b uilding it would 
cover. 

The Citizen’s Rights Move- 
ment said the way was clear 
for contractors close to the rul- 


ing Likud party “to line their 
pockets". Mr Aiye Deri, inte- 
rior minister, said the likely 
flood of legal objections would 
negate the attempt to speed the 
building process. 

The provision underlined the 
alarm in government over the 
shortage of honsing. Already 
more than 120,000 Soviet Jews 
have arrived in Israel this year. 
At least another 50,000 are 
expected by January. Many 
will soon be directed to army 
bases and hotels as housing 
runs out 

A record 20,324 immigrants 
came in October, but in 
November and December 75,000 
immigrants are to arrive, fol- 
lowed by 400.000 in 199L 
Mr Sharon has said Israel 
expects a million by 1992, 
about 25 per cent of Israel's 
costing population. 

The housing shortage last 
week prompted Mr Yitzhak 
Moda'i, the finance minister, to 
reverse his previous commit- 
ment to leaving provision of 
housing mainly to the private 
sector. 

He said he now supported 
large-scale public spending on 
housing and also supported the 
latest measure at Sunday's 
cabinet meeting. 


IRAQ would aim its first missile 
at Israel and fight with chemical 
and biological weapons if war 
broke out in the Gulf; Palestin- 
ian leader Yassir Arafat was 
quoted as saying by a Tunisan 
newspaper yesterday, Reuter 
reports from Tunis. 

The independent al-Sabah, 
which has connections with Mr 
Arafat's Palestine Liberation 
Org ani sa t ion, said he made the 
remarks to a closed meeting of 
PLO leaders and officials in 


Tunis last Friday. 

Mr Arafat, closely allied to 
Iraqi President Saddam Hussein, 
saw the Iraqi leader in Baghdad 
earlier in the week. 

He was quoted as saying: 
“The threat to hit Iraq with a 
nuclear bomb means that the 
Iraqi army. . . will aim to use 
binary chemicals and anthrax in 
the war and that the first mis- 
sile will be launched against 
Israel" It did not explain who 
was making the nuclear threat 



More than 100 Syrian tanks and 2^00 soldiers 
(above) arrived in Saudi Arabia at the Red Sea 
port of Yanbu at the weekend to bolster the 
multinational forces confronting Iraq. The 
increase of the Syrian contingent to as many as 
20,000 men may help to allay fears among the 


allies lined up against Baghdad that Damascus 
is having second thoughts about where its loy- 
alties should lie in the Gulf crisis. Last week 
Syrian officials sharply criticised the US, accus- 
ing it of using the crisis as an excuse to supply 
Israel with more military aid. 



panic turn to mini boom 

Michael Held reports on a resurgence of confidence in the economy of the 


fi Air sale blocked 

S The United States has pre- 

vented Vietnam from buying 
« two European Airbus A310 air- 

* craft that the communist coun- 

try desperately needs to 
upgrade its national carrier, a 
Vietnamese government offi- 
cial said yesterday, Reuter 
reports from Hanoi 
He said the terms of a US 
trade embargo blocked the 
sale because although the air- 
craft was manufactured by a 
European consortium it had 
US-made engines. 


PLO calls for UN session on Gaza 


THE PLO asked Arab and 
other friendly countries yester- 
day to request an emergency 
meeting of the UN Security 
Council to discuss develop- 
ments in Gaza Strip and the 
West Bank, Renter reports 
from Nicosia. 

Mr Bassam Abu Sharif, 
spokesman for Mr Yassir Ara- 
fat, the Palestinian Liberation 
Organisation chief, said in 
Algiers that the PLO was dis- 
cussing the call with the Arab 
League and separately with 
league members. 


The five permanent mem- 
bers of the Security Council 
are called upon to shoulder 
their responsibilities in far* of 
the explosive situation in the 
Israeli-occupied territories," he 
said. 

At least 185 Palestinians 
were wounded in two days of 
rioting in the Gaza Strip, 
which remained under curfew 
yesterday according to reports 
from Israel However. Mr Abu 
Sharif said more than 1,000 Pal- 
estinians had been wounded in 
the past 72 hours. 


E verything has been 

different since the Iraqis 
went into Kuwait on 
August 2,” said the managing 
director of one of the biggest 
Saudi trading and industrial 
groups. “There's a pre-August 
2 economy, and a post-August 
2 economy. And since the crisis 
began we have had an initial 
phase of panic and the present 
phase of mini boom." 

The panic stage, in the first 
10 days of the crisis, saw thou- 
sands of Saudis and expatriates 
leaving the Eastern Province, 
the oil-bearing part of the king- 
dom. which it was feared the 
Iraqis would invade. Small 
businessmen with balances of 
between 500.000 and 1m rivals 
<8125. 000-3250,000) pulled their 
money out of the b anks and 
kept the cash at home. 

By the middle of September 
things were returning to nor- 
mal. Most of the money was 
back in the banks and the 
Eastern Province population 
was returning, led b7 the expa- 
triates. Small traders began to 
experience a boom, which is_ 
continuing. 

The arrival of the American 
forces and the programme of 
expanding oil production, 
which involved an influx of 
foreign contractors, led imme- 
diately to heavy demand in the 
property market. This tradi- 
tionally has been the most 
important source of income for 
the Saudi private sector. At 
present in the Eastern Prov- 
ince every apartment, housing 
compound, villa and ware- 


house of reasonable quality 
has been filled. 

Landlords are telling their 
tenants that when their con- 
tracts are reviewed, which is 
normally done annuall y their 
rents will be raised by any- 
thing between 50 and 100 per 
cent. In some cases they are 
demanding an immediate 
increase of 25 per cent, which 
stnctly speaking is illegal but, 
as a hospital owner in Alkho- 
bar remarked: “If you're 
talking about a free market, 
there’s no place like Saudi 
Arabia." 

All over the kingdom busi- 
nessmen are benefiting from 
the Government bringing itself 
np to date in its payments on 
contracts. Since the Saudi 
recession began in 1984, gov- 
ernment agencies have been 
finding excuses for delaying 
their payments to construction 
companies, suppliers of govern- 
ment tenders and wheat pro- 
ducers, which sell all they pro- 
duce to the Grain Silos and 
Flour Mills Organisation. Now 
the Government is malting all 
payments on time. 

A feature of the boom is that 
it affects the Saudi economy 
only in a short-term sense. 
Rents may have risen, but land 
prices remain static. There is 
little private sector construc- 
tion activity, except of prefab- 
ricated accommodation for sol- 
diers. Nor are the bigger Saudi 
companies, which are more 
interested in industry than in 
property, committing them- 
selves to new projects. The 


Saudi ArabSa 
oiS produetiem 


Million hamate a day 
90 

as 

8.0 


7.5 fa 
7J0 


m 




6.5 f 

6.o 


5.5 

5.0 




„ 

Jui 1990 Nov Jan *91 


l»nks are not lending. Before 
they commit their money 
investors and lenders are 
waiting to see how the Kuwait 
crisis is resolved. 

This does not mean that Sau- 
dis are pessimistic about the 
future. Most Saudi business- 
men feel that however the cri- 
sis ends the importance of 
their country will be enhanced. 
They say either Saudi Arabia 
will be seen as a potential 
counterweight to Iraq, if Sad- 
dam Hussein withdraws from 
Kuwait without a battle or, if 
Saddam's army is destroyed, 
the kingdom wfij emerge as the 
major Arab power in the 
region. They feel more confi- 
dent in the long-term security 
of their country because it has 
now been proved that in an 
emergency they can rely on 
their friends in the West. 

More tangibly, they see that 


their country is earning three 
times the monthly oil revenues 
that it was in the middle of 
this year. Exports are r unning 
at some 6.8m barrels a day, 
which at an average price of 
530 a barrel yields just over 
$6bn a month. The expectation 
is that this level of revenue 
will continue well into next 
year, if not longer. In this case 
the $8bn deficit originally 
anticipated in the 1990 budget 
should be turned into a sub- 
stantial surplus next year, 
even after the kingdom has 
contributed to the cost of the 
Western forces here and the 
losses of other Middle Eastern 
countries affected by the crisis. 

Some of the predictions of 
businessmen and bankers for 
the Saudi economy during the 
next few years are as follows: 

• The kingdom will be able to 

SKXW* 0 * 0 and kee p 

much of its higher current pro- 
duction in the form of a bigger 
quota. 

• The members of the Gulf 
Co-operation Council, which 
groups Saudi Arabia, Oman 
and the Gulf states, will 
integrate more closely than 
before. They should be able to 
liberalise capital flows between 
them and resolve their differ- 
ences over a common external 
zantL 

• Egypt will emerge as a 
major Saudi and Gulf ally. The 
°U states will provide a bigger 
outlet for Egyptian labourTas 
Yemenis and Palestinians 
remain out of favour. They will 
invest more in Egypt, enter 


Arabian-Egyptian joint ven- 
tures and buy the products of 
the ventures. 

• Saudi Arabia and the Gulf 
rtates will move even closer to 
their main Western allies, the 
US and Bri tain . 

° The finance ministry will 
argue for the rebuilding of its 
fi nanc ial reserves, which saved 
the economy from disaster dur- 
ing the recession. These 
reserves are held by the Saudi 
Arabian Monetary Agency, the 
central bank. 

£ Aa ??, , alrea dy apparent, 
there will be a fast expansion 
of oil production capacity, back 
to 10m b/d, which was the level 
of sustainable capacity in I960 
and 1981. 

© The Saudi army will be 
greatly expanded, though con- 
scription is unlikely. Expand- 
ing forces will slow the growth 
in Saudi unemployment and 
provide business for military 
contractors. 

® Eastern Province, 

which has received less atten- 
■i 1 ? . 01331 Jeddah and Riyadh, 
wui be developed faster. It was 
intended in the mid 1980s that 
us development should be 
ac cele rated, but plans were 
frustrated by the recession. 

° The nse in rents and other 
costs associated with economic 
recovery will work against the 
diversification of the private 
sector, which in the last three 
- has been developing 
industries and services which 
nobody thought would be eco- 
nomic during the high-cost 
boom years of the 1970s. 
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-Lhere are people who would have you believe 
that we’re less than open about what we do with 
nuclear waste at Sellafield. 

The truth is, the only cover-up is the cover-up 
of the waste itself. 

So what exactly is nuclear waste? How is it 
different from all the other types of waste produced 
by industry? 

The simple answer is that it is radioactive. 

And because of this it has to be managed with care. 

But let’s not over-react. Nuclear waste should 
be put in context with other; often more hazardous, 
materials. Highly infectious hospital waste, and some 
industrial waste containing mercury, for instance, 
may remain hazardous for even Radioactive waste 
decays with time. 

The key to how safe it can be, is how properly it is managed and looked 
after; That’s why we at British Nuclear Fuels are spending over jf2 billion on 
a programme which allows us to continue dealing safely with nuclear waste. 

A major misconception is that all 
nuclear waste is the same. 

Not true. In fact, it falls into three 
distinct types which emit varying inten- 
sities of radiation. 

Consequently, they axe safely dealt 
with in completely different ways. 

The most radioactive is Hi gh Level 
Waste, which results from reprocessing 

spent nuclear fuel. 

We can recycle 97% of spent fuel into new fuel. It is the remaining 3% 

waste that must be carefully dealt with. 

At present, high level waste is stored inside double-walled, cooled stainless 
steel tanks enclosed in thick concrete walls. 

However, we have brought into operation a 
process called Vitrification! in which liquid waste is 
turned into powder, converted into glass and sealed 
inside stainless steel containers to be kept safe for 
the indefinite future. 

This method reduces the waste to % of its 
original volume. 
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HIGH LEVEL COVER-UP 


Encapsulated in 
engineered stores 


Or, if you want to look at it another way, all 
the high level waste produced at Sellafield in the 
last 30 years could easily be contained in just 4 
double-decker buses. 

A far less radioactive type of nuclear waste, 
known as Intermediate Level Waste, occurs when the 
nuclear fuel rods are stripped in the first mechanical 
stage of reprocessing. 

The scrap metal, sludge and residues that are 
involved in this operation are sealed in cement 
inside steel drums, and stored in our special encap- 
sulation plant until a suitable long-term home has 
been found. 

At the moment, sites at Sellafield and at 
Dounreay in Scotland are under scrutiny from 
geologists to see whether either of them is suitable 
for a deep underground repository. 

The least radioactive waste of all is Low Level Waste, such as paper towels, 
gloves, protective clothing and laboratory equipment which not only come 

the nuclear industry but from hospitals, 
research laboratories and other industries 
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where radioactive materials are handled. 


m&Mk.' 

.* ' ~ 

••••••••* 


INTERMEDIATE LEVEL COVER-UP 




Containerised 
inside concrete 
vaults 




Despite the fact that radiation from 
low level waste is negligible, we take no 
chances in the way that we deal with it. 

At Drigg in Cumbria, we have built 
and use a concrete vault the size of 12 
football pitches, and we are developing 
a method of compacting this type of 
waste, which means Drigg won’t be full until well into the 21st Century. 

If you’d like to know more about the way we manage nuclear waste, 
write to Information Services, Risley, Warrington WA3 6AS for our nuclear 

waste brochure, or our video. 

Better still why not come and visit us at the 
Sellafield Visitors Centre in West Cumbria. 
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LOW LEVEL COVER-UP 


You’ll discover that the future of nuclear 
waste couldn’t be in safer hands. 


BRITISH NUCLEAR FUELS 

Managing waste at Sellafield. 
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AMERICAN NEWS 


Florida governor’s race centres on style, not substance 


HE grey-haired candi- 
date stands on the 
make-shift platform in 
an open-necked blue and red 
plaid shirt looking like one of 
the many local retirees out for 
a walk. He preaches a populist 
message. “If we win, politics 
won’t be the same in this coun- 
try. We’ve got to stand up to 
the wealthy special interests.** 
In an election season of big 
money and negative campaign- 
ing, Democrat Lawton Chiles 
stands out. He is fighting an 
anti-campaign campaign. He 
has limited contributions to 
$100 or less and has so far 


attracted $5m from TSjaoo peo- 
ple. 

£08 style Is informal and is 
deliberately contrasted with 
the usual slick media events. 
When former President Ronald 
Reagan appeared at a $1,500 
person Republican fund-raising 
reception, Mr Chiles responded, 
with a $1-50 a head party serv- 
ing hot-dogs. 

At a rally in the mainly 
black Liberty City area of 
north Miami, he said, “you're 
going to find one candidate in 
a fancy airplane, landing at an 
airport, trying to get that tele- 
vision (coverage), and flying 


Peter Riddell looks at how Lawton Chiles’ ‘anti-campaign 
campaign’ might succeed against a more traditional opponent 


off again. And you’re going to 
find the other candidate out 
here walking, talking to his 
friends." 

Americans go to the polls 
today to elect a third of the 
Senate, the whole House of 
Regneseniatives. and 36 state 
governors, including those for 
all the largest states. 

Mr Chili s is, narrowly, the 


favourite to win the governor- 
ship of Florida - the fourth 
largest state - from Mr Bob 
Martinez, the Republican 
incumbent in what would be 
one of tonight’s biggest victo- 
ries for the Democrats. 

Yet an is not quite what it 
seems. Mr Chiles, for all his 
charm, is no Jimmy Stewart 
innocent from the backwoods. 


naively talking of the people’s 
rights. He retired two years 
ago after 18 years in the US 
Senate, ending as chairman of 
its budget committee. He left 
saying he was burned out and 
describing Washington as like 
"being in prison”. 

But this spring Mr Chiles 
heard the call of politics again 
and won, by a two-to-one mar- 


gin, a bruising race for the 
Democratic nomination. His 
campaign has skilfully com- 
bined his enormous name rec- 
ognition and his populist "time 
for a change” appeal Who bet- 
ter to exploit this theme than a 
well known politician not at 
present in office? 

Mr Chiles has in part re-cre- 
ated bis original campaign of 


1970 when he waited the 1400 

mile length of Florida and lim- 
ited contributions to $10, 
rather the current $100 - 
such is the infla tion of the past 
20 years- He subsequently won 
reelection comfortably. 

In conversation Mr Chiles 
admits that he would have 
found it hard to campaign mid 
limit contributions as he has 
without already being 
well-known. 

Moreover, it has been a ris ky 
strategy. Hie started off with a 
20 percentage paint lead and 
several advantages. Governor 
Martinez had made himself 


very unpopular Dy.at first ■ 
breaking a campaign pledge 
and introducing a tax an. see-— 
vices then reversing mm-, 
self - be now opposes higher^ 


•TERM ELECTIONS: 


state OF o«e GON 



MINNESOTA 

Races have recently become 
closer after withdrawal of 
Republican candidate for 
governor Jon Grunseth because 
of sexual allegations, though 
incumbent Democrat Rudy 
Ferplch still in dose flam 


NEW YORK 

Incumbent D em ocr a t, and 
possible presidential canddlata, 
Mario Cuomo certain of re-election, 
onty question is how targe a margin 
in face of disintegrating Republican 
campaign which could affect 
control of state senate. 



Mr Martinez was then 
rebuffed by the state Iegislar 
tore over bis proposals to 
restrict abortion, a tey a sm 
with many women voters. Yet 
Mr Martinez has a proven 
administrative record. 

The governor has cam- 
paigned in what Is now the tra- 
ditional way - raising more, 
than $10m, outspendin g Mr 
GfiitaR by a two-to-one margin . 
and o^ri^smooti^^gac^- 

family values. They have fea- 
tured the state’s electric chair, 
a not-so-subtle reminder cr Jus - 


MASSACHUSETTS 

problems of New England 
economy and unpopularity of 
retiring g o vernor Michael 
DuteJds are overshadowing 
race to succeed him between 
popuKst. university president 
John SBber and Republican 
WflDamWetd. 

Democratic Senator John Kerry 
now looks more comfortable 
against Republican challenger 
Jim Rappapcrt 



RHODE ISLAND 

Democratic Senator Claiborne Pad 
now has a dear lead against 
Republican Representative 
Cl audios Schneider, once thought 
to be frontrunner. Incumbent 
Republican governor Edward 
DJPrete now behind Bruce 
Sundlun by 40 percentage' points 


HAWAH 

Republicans' main hope 
of a gain. Following death of 
Democratic Senator Spark 
Matsunaga, his appointed 
replacement. Representative 
Daniel Akaka, is fighting against 
the other House Representative 
from the state. Republican 
Patricia SaikL 


CALIFORNIA 

Republican US Senator 
Pete Wilson now favoured 
to defeat former San 
Francisco Mayor Dianne 
Fefostein. Result wffl affect 
decisions on changes to 
Congressional boundaries in 
which fast-growing state gains 
seven House seats. 


TEXAS 

Bitter and efirty fight for the 
open governorship between 
Republican businessman Clayton 
WilBams and Democrat State 
Treasurer Ann Richards. 

WDAams has slipped recently 
after a series of clumsy gaffs, 
though Richards is affected by 
history of alcoholism and drug 
allegations. 


ILL! HOIS 

Close fights for both governorship 
and Senate seat Incumbent 
Democratic Senator Paul Simon 
currently leads against retiring 
Republican Representative Lynn 
Martin. 


FLORIDA 

Fierce fight between incumbent 
Republican Governor Bob 
Martinez and former Democratic 
Senator Lawton ChSes. 



NORTH CAROLINA 

incumbent Republican Senator 
Jesse Helms now trafllng in a 
bitter race Just behind 
Democrat Harvey Gantt, who Is 
seeking to become first black 
Senator elected from the South 
since the 1860s. 


CONNECTICUT 

Former Republican 
Senator Lowell Wetcker is ' 
seeking governorship as an 
Independent 


tiple murderer Ted Bandy to 
be executed. 

Mr Martinez has now nar- 
rowed the gap to a few percent- ; 
age points. Yet Mr Chiles 
remains the favourite in a 
state which has been going . 
Increasingly Republican, over., 
the past decade. He is ge aqv ; 
ally Judged to have won. tile-' 
only televised debate of the 
race on p oint s. 

Evidence of Mr Chiles’ popu- 
larity came an Saturday after- , 
noon in Little Havana* the-: 
largely Spanish speaking . 
Cuban emigrant area. The 
Cuban evffe community hak ; 
been strongly Republican in 
national elections, yet the SO '• 
per cent Hispanic district of 
Miami and Miami Beach 
returned liberal Democrat ieorr 
Claude Pepper for years to 
Congress, either unopposed or 
by large majorities. 

The Cuban community is - 
now split over the race. Several 
Cubans to whom £ spoke said ; 
they were registered Republi- 
cans but would be voting for 
Mr Chiles, admiring what he 
bad done for than as a sena- . 
tor. At a rally Mr Chiles, and - 
former governor and current "• 
US Senator Bob Graham, spoke 
of theft support for a free Cuba - 
and opposition to President 
Castro, as all candidates natu- - 
rally do there. 

Mr Chiles’ campaign is all 
about political style. He is 
vague on the substance of poli- •- 
ries. It is an appeal to personal 
decency. 

To listen to Mr Chiles or Mr 
Martinez you would not thfak 
that there had been a national 
budgetary or Gulf crisis. 

The Florida result matters 
not least because the governor " 
will have a say in the changes' 
of Congressional district 
boundaries as Florida is dee to 
gain three to four House seats. 

ff Mr Chiles wins. It wifi be a 
blow to' the Republicans estab- 
lishing themselves as the. 
majority^arty in the state. But 
itwin.be essentially a personal 
victory. 
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MUkesa to know 
fete next week 

3y Nikki Tail in New York 

MR Michael Milken, former 
head of the junk bond depart- 
ment of Qrexel Burnham Lam- 
bert, the now-defunct invest- 
ment house, will be sentenced 
in Manhattan next week. No 
precise date has been fixed. 

Mr Milken has pleaded 
guilty to six charges related to 
securities law violations and 
agreed to pay $600m in fines 
and restitution. However, sen- 
tencing was delayed while 
Judge Kimba Wood heard tes- 
timony on other alleged mis- 
conduct by Mr Milken. 

The government has argued 
that, because one of the 
charges is a broad conspiracy 
charge, this should be taken 
into account in sentencing. 


Talks on Brazil debt set to resume 

By Stephen FKUer in London and Christina Lamb in Rio de Janeiro 


BRAZIL'S leading creditor 
banks, set to resume talks in 
New York today with the coun- 
try’s debt negotiators, are 
expected to present a proposal 
which would erase tire coun- 
try’s interest axreaiB to banks. 

Brazil owes about $8.3bn 
(£ 4 . 23 bn) in back interest to 
creditor banks. The arrears 
constitute a significant obsta- 
cle to an agreement with the 
banks, led by Citicorp of the 
US, which would like to 
see this issue resolved 
before commencing wider 
negotiations. 

The banks’ proposal is 
understood not to address the 
broader rescheduling and debt 
reduction agreement being 
sought by the Brazilians, repre- 


sented at the talks by Mr Jorfo 
Dauster, chief debt negotiator, 
and Mr Ibrahim Eris, head of 
the central bank. It would be a 
surprise if the Brazilians found 
it acceptable. 

The banks rejected a broad 
proposal delivered by the Bra- 
zilians at meetings in New 
York last month, saying it did 
not represent a basis for nego- 
tiation. Banks calculated that 
the options being presented by 
Brazil bad a value of between 2 
and 10 cents on the dollar on 
their current loans. 

Brazilian reiterated 

yesterday their desire for an 
agreement However, Ms Zelia 
Cardoso, economy minister, 
reiterated the country could 
not afford to pay more than 


$lbn a year for debt service. 

The Brazilian government’s 
preliminary estimates, based 
on zero economic growth next 
year, suggest there will be at 
most $l.lbn available to ser- 
vice foreign debt next year. 

Since the first round of talks 
on October 12 the Brazilian 
government has won support 
for its proposal from the Sen- 
ate and sought backing from 
business. 

Before leaving for the second 
round of negotiations Mr Daus- 
ter told the Brazilian financial 
journal Gazeta Mercantik “The 
negotiation is complex and has 
to be viewed with calmness 
and professionalism. It will not 
be resolved in the second or 
third meeting." 


Tourists kyured 
in Chile blast 

By Leslie Crawford 
in Santiago 

THREE British tourists, two 
US marines and two Chileans 
were injured when a home- 
made bomb exploded inside 
a restaurant in the Chilean 
seaside resort of Vina del 
Mar. 

No one claimed responsibil- 
ity for the weekend attack, but 
police said extremists could 
have planted the bomb to pro- 
test against the presence of the 
US aircraft carrier Abraham 
Lincoln, which is believed to 
carry nuclear weapons, in the 
neighbouring port of Valpa- 
raiso. 

It is the first time foreigners 
have been the victims of a ter- 
rorist attack in Chile. 


US considers more Soviet consulates 


THE US would like to open 
diplomatic posts in republics 
of the Soviet Union although 
plans are being blocked by 
lack of funds, State Depart- 
ment officials say, Reuter 
reports from Washington. 

One official said the rapid 
disintegration of central 
authority in the Soviet Union 
meant that power was rapidly 
moving to the republics. 

“We mean to increase our 
ties and contacts with the 
republics directly, openly and 
publicly. Eventually we hope 
and expect to have several 
more diplomatic outposts in 
the Soviet Union,” the official 
said. 

He added there were diffi- 
culties, notably a lack of 
money because of the US bud- 
getary crisis. The drop in the 


value of the dollar against 
European currencies had also 
made the plan more difficult. 

At the moment the US has 
diplomatic representation 
only in Moscow and Lenin- 
grad. 

It hopes to open a consulate 
in Kiev within the next few 
months, after years of delays 
caused first by political dis- 
agreements with the Soviet 
authorities, then by health 
fears after the 1986 Chernobyl 
nuclear disaster. 

The official said Washing- 
ton would like to have smaller 
diplomatic offices staffed by 
three to five people in several 
other Tegious. 

“We would like to have peo- 
ple in the Soviet far east, in 
Siberia, along the Pacific 
coast, also possibly in Georgia 


or Armenia. We are also 
looking at central Asia and 
Belorussia. 

“The thought of doing this 
just occurred recently and it 
would need to be negotiated. 
The Soviets presumably 
would want reciprocity,” the 
official said. 

US policy-makers have bad 
their attention fixed firmly on 
the Gulf , and have had little 
time to devote to Soviet devel- 
opments in the past three 
months. 

But analysts and officials 
say the republics are seizing 
increasing amounts of power 
at the expense of a largely 
unresisting central govern- 
ment. 

“The Soviet Union is simply 
spinning apart,” said one offi- 
cial. 
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Wefly you doily, non-slop onTuesdoys, Wednesdays, Fridays, Saturdays and Sundays, 
to Kuala Lumpur in fcsdrKrtbg Malaysia A coi^ 

located in the heart of Southeast' Asia. So it's also a mast convenient gateway to the 
Far East. Australia and New Zealand. 

With our vast network we can offer you convenient connections to the Far East and 
T 4flights a week to the 6 megor Australian cities of Sydney, Melbourne, Perth, Adelaide, 
Darwin and Brisbane. Twice a week, we're off to Auckland. 

No matter where you fly, to over 80 destinations, youl always enjoy thegenuine 
warmth and charm that only Malaysians can offer. 
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OUR EMPLOYEE? 


GOULD HE 


Warren Bennis is a professor of Business Administration at 
the University of Southern California and currently one 
of the most sought after speakers at management meetings. 

So we don’t really believe he would be eligible for a 
steadyjob at Origin. But considering his mentality, he could 

certainly be our employee. 

Not merely because managers listen to him, because 

of what he tells them. He calls managers the apparatchiks, 
the bureaucrats ofbusiness. Obsessed by control, order and 
prediction and pursuing the final goal ofbecoming the boss. 

Because of this, Warren Bennis believes managers are 
the key obstacle to company development 


True leaders, as he views it, are not bossy. They don’t 
seek control, but are willing and able to create a culture 
in which all employees can be creative, feel valued, and see 
themselves at the very heart ofthings. And not simply as 
cogs in the machine. 

And we couldn’t agree more. We are Origin. A new 
name for an established combination of over 3000 specialists 
in Telematics and Information Technology. 

Working for 50 offices in 12 countries. Designing and 
developing large projects for both national and international 
companies. 

Projects awarded to us because we believe that 


automation should be subordinate to people, not the other 
way around 

It is a philosophy that exists not just on paper, but also 
in the minds of the people who work with us. 

We select our colleagues not only for their abilities, 
but also for their mentality. We like to think that those who 
work with us are of a special breed 

Whether as a talented employee or as a visionary client 

For more information calk Origin/ w# HDIP IM 
International 3140.78 46 24. ME Ulll w I W 

Ori g in. The human resource for software pro jects. 




Origin: Barcelona. Bombay. Brawls, Cambridge, Chicago, Eindhoven. Ban Wayne (Indiana). Hamburg, London. Manchester. Milan, New York, ftjris, Roselle (Illinois), S5o Rada. Sokrthura, Taipei. ZGrieh. 
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WORLD TRADE i^EWS 


Suzuki pact 
to make small 
cars in China 

SUZUKI MOTOK of Japan 
yesterday anno unced an agree- 
ment to prodace small cars in 
Chungking, China, through a 1 
consortium of three states 
owned companies, Robert 
Thomson reports bom Tokyo. 

Under a tgdini^ exchange 
agreement, assembly of the 
800cc vehicles begins this 
month. 

Suzuki said about 400 
vehicles will be completed this 
year, with a target of 1,000 
next year, and 10,000 a year 
later on. 

Production levels will 
depend on the hard currency 
provided by the Chinese com- 
panies. the China National 
Aeronautic Technology Deport 
and Export Corporation, the 
Jilin First Automobile Fac- 
tory, and China North Indus- 
tries Corporation (Norinco). 

Suzuki signed Its first tech- 
nical co-operation pact In 
China in 1984, and, apart from 
light commercial vehicles, has 
agreements to assemble motor- 
cycles in three cities. 

Suzuki said the small cars 
will be sold under a Chinese 
brand name, Changan. 

A Japanese trading house, 
Waho Koeki, which exports 
drilling equipment to China, 
will act as financial intermedi- 
ary in the deal, paying the 
Japanese company yen after 
swapping currencies on local 
markets. 


Canada fights to protect its dairy farmers 

Bernard Simon on how Ottawa keeps a powerful lobby from becoming a dying breed 

A TV commercial show- tryin g to reconcile Cairns* sup- party can win a general elec- Can a dia n curbs on imports of 

tog the gradual decay port for bringing down barriers tioo without carrying Quebec. ice cream and yoghurt It may 

of a prosperous and pic- on farm trade with its own Not only does the province he only a matter of time before 


A TV commercial show- 
tog the gradual decay 
of a prosperous and pic- 
turesque dairy farm has 
brought the Uruguay Round of 
trade negotiations into the sit- 
ting rooms of millions of Cana- 
dians in the past few weeks. 

The ad, which notes that 
“every time a dairy farm dies, 
part of Canada dies too", is 
part of an intense lobbying 
effort by Canada’s 36£00 milk 
producers to ensure that what- 
I ever concessions Ottawa 
makes to the Uruguay Round 
do not undermine the supply- 
management system which has 
sheltered them from market - 
forces for the past 20 years. 

The dairy farmers, together 
with poultry and egg producers 
who operate under similar 
arrangements, have already 
succeeded in getting a special 
deal for themselves in the con- 
cessions offered by Ottawa. 
While Canada bas proposed 
cutting to half export subsidies 
and domestic supports on 
grain, red meat and oil seeds, 
its offer on dairy and poultry 
products would lift import 
access to only 5 per cent of 
total domestic consumption. 

The special treatment for 
supply -managed sectors has 
opened a rift between Canada 
and the other members of the 
Cairns group of farm-exporting 
countries. Although Canada is 
a founder of the group, it has 
offended other governments by 


trying to reconcile Cairns’ sup- 
port for bringing down barriers 
on farm trade with its own 
i n sistence that supply-manage- 
ment systems must be 
retained, if not strengthened. 

The dairy farmers justify 
their position by pointing to 
opinion polls which show that 
Canadian consumers want the 
country to be self-sufficient in 
milk products and are willing 
to pay a premium to achieve 
that goal. 

They also argue that by 
keeping the business profit- 
able, the supply-management 
system has drawn more young- 
sters to dairy farming than any 
other sector of agriculture. 

But there is more to the 
dairy lobby than that As Prof 
Sandy Warley, head of agricul- 
tural economics at the Univer- 
sity of Guelph near Toronto 
puts it, no Canadian govern- 
ment would dare tamper with 
dairy policy “without some 
trepidation.” Dairy farmers 
owe much of their clout to 
their strong presence in Que- 
bec. and to the francophone 
province’s disproportionate 
political influence in Ottawa. 

Almost half of Canada’s 
dairy farmers live in Quebec. 
Within the province, 48 per 
cent of an farms have some 
dairy activity and milk prod- 
ucts contribute about a third of 
total farm income. 

The conventional wisdom in 
Canadian politics is that no 


party can win a general elec- 
tion without carrying Quebec. 
Not only does the province 
elect 75 of Canada's 295 mem- 
bers of parliament, but about 
two-thirds of the Quebec con- 
stituencies are in predomi- 
nantly rural areas. 

Supply-management has 
served farmers well, especially 
those who were allocated pro- 
duction quotas when the sys- 
tem started in the early 1970s. 

The aim is to balance the 
supply of milk against demand 
for dairy products. This is 
achieved, firstly by keeping out 
imports of almost all items, 
except some cheeses and other 
special products; and secondly 
by a complicated system of 
production targets, support 
prices, quotas and government 
subsidies 

In recent years, the govern- 
ment h flg forked out a bo at 
C$280m <£l23m) a year in 
direct payments to Industrial 
m»k cream producers to 
maintain target prices. 

Supply-management has suc- 
ceeded in keeping retail prices 
stable, bat at far higher levels 
than across the border to the 
US. Milk bought at a comer 
store in Toronto is between 25 
per cent and 60 per cent more 
expensive than 80 miles away 
in Buffalo, New York. 

Besides the advantage of a 
steady income which covers 
costs, the main benefit of sup- 
ply-management to producers 


GATT 




is in the value of the quotas 
they hold and trade. 

An official of the Quebec 
milk producers’ federation esti- 
mates the average quota held 
by a Quebec dairy farmer at 
the equivalent of 5,000 kg of 
butterfat, putting an average 
value on a farm’s quota of 
about C$125,000. The federation 
estimates that the quota cur- 
rently represents about 40 per 
cent of the total value of the 
typical Quebec dairy farm. 

There are unmistakable 
signs, however, of some ero- 
sion In the supply-management 
system, and thus in the value 
of the quotas. 

A panel of the General 
Agreement on Tariffs and 
Trade (Gatt) panel last year 
upheld a US complaint against 


Canadian curbs on imports of 
ice cream and yoghurt. It may 
be only a matter or time before 
curbs on cheese face a similar 
challenge. 

The US-Canada free trade 
pact and the Uruguay Round 
have also raised the spectre of 
liberalised trade to dairy prod- 
ucts. Dairy Farmers of Canada, 
the industry’s main lobby 
group, estimates that the dif- 
ference between Ottawa’s Uru- 
guay Round offer of a 5 per 
cent market-share for imported 
dairy products and its own pro- 
posal of a 3 per cent ceiling 
would cost fanners C$60m- 
CSTOm a year to lost revenues. 

These factors have kept 
quota values below the peaks 
reached in mid-1987, when the 
fluid milk quota in Quebec was 
trading for C$405 a litre. 

Researchers at the Univer- 
sity of British Columbia sug- 
gest that Canadian farmers 
have kept their costs suffi- 
ciently low to compete success- 
fully to a liberalised trade envi- 
ronment They might also be 
in a position to become size- 
able exporters. 

But the farmers are con- 
cerned that any advantage 
gained from higher output may 
be offset by lower prices. Prof 
Warley predicts that they “will 
fight to the death to preserve 
the value of these assets.” If he 
Is right, Canada Is likely to 
continue pressing its trading 
partners for special treatment 
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Cairns Group gives 
EC 10 days to start 
serious farm talks 


By William Dultforce In Geneva 


British Telecom announces fewer faulty lines than ever. 

In 1987, 4.3% of telephone calls in this country were failing to connect. Today, that 
figure is down to 0.7% and it’s still improving. In fact, whichever way you look at it, 
British Telecom’s customer service is improving. Walk out onto the street and you 
might notice the absence of broken payphones. That’s because, at any one time, 96% 
of public payphones are in perfect working order. As recently as December 1987, the 
figure was as low as 72%. Try calling directory enquiries. Only two years ago, you had 
a one in four chance of finding our operators engaged. Happily, you now have only a 
one in twelve chance. Our repair performance is dramatically better. Nine out of ten 
faults are now cleared within a working day. And 95% of new lines are now installed 
by the date agreed with the customer. Of course, there’s still work to be done. With 


telephone lines running the length and breadth of the country, carrying 80 million 

< 5 * 

calls a day, t line t0 d ^ob lein 3uf * ra t e f £ w o 
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a day, we’ve been rapidly modernising our 7,000 local exchanges. Indeed, 70% of our 
twenty- five million customers are now being served by a modernised exchange. 
Which means you’ll also be eryoying clearer lines and quicker connections. Naturally, 
this all costs money. Last year alone, improving and expanding our services 
cost us over It3 billion. Details of exactly how we’re investing this money 
are contained in our latest Quality of Service Report. To obtain a copy, please call 
us free anytime on 0800-800 882. We think you’ll agree we’re on the right lines. 


TOE CAIRNS Group of 14 farm 
exporting nations, led by Aus- 
tralia. yesterday gave the EC 
10 days in which to start seri- 
ous world farm trade reform 
talks. 

Without real progress by 
mid-November, the group 
would have to reconsider the 
nature and purpose of the 
Brussels meeting in the first 
week of December, at which 
trade ministers are due to com- 
plete the four-year Uruguay 
Round trade talks. Mr Neall 
Blewett, Australia’s Trade 
Negotiations Minister, said. 

Further EC procrastination 
on farming would put the 
Round and the multilateral 
trading system at serious risk, 
the Cairns Group ministers 
said after meeting here. The 
group comprises Argentina, 
Australia, Brazil, Canada, 
Chile, Colombia, Fiji, Hungary, 
Indonesia, Malaysia, New Zea- 
land, the Philippines, Thailand 
and Uruguay. 

The threat to the talks and 
especially to farm reform was 
underlined by the arrival here 
yesterday of Mrs Carla Hills, 
US Trade Representative, to 
assess the situation. She is 
expected to meet Mr Frans 
Andriessen, EC Trade Commis- 
sioner, today. But Mr Andries- 
sen was embroiled yesterday in 
the EC farm and trade minis- 
ters* seventh attempt to three 
weeks to agree on farm sup- 
port cuts. By late afternoon, it 
was still not certain he would 
come to Geneva today. 

Urgency was added to Mrs 
Hills’ efforts by reports that 
President Bosh had asked his 
advisers to examine new US 
trade policy options, and a US 
farmers* warning that they 
might not give political back- 
ing to the results of the Uru- 
guay Round, unless It pro- 
duced a more substantial farm 
package than now seemed pos- 
sible. 

In a letter to Mrs Hills and 
Mr Clayton Yeutter, US Agri- 
culture Secretary, 29 US farm 
organisations, including the 
3.8m-strong American Farm 
Bureau Federation, said no 
agreement on farm reform 
would be better than what 


The president of the National 
Young Farmers and Fisher- 
men’s Federation of Sooth 
Korea tried to commit, suicide 
at the headquarters of the 
General Agreement on Tariffs 
and Trade, apparently to pro- 
test at attempts to open tea 
country's market to imports, 
trade officials said yesterday, 
AP reports from Geneva. 

seemed the best the EC could 
offer. Meeting Mr Arthur Dun- 
kel, Gatt director-general yes- 
terday, Mrs mus voiced US 
concern that the overall results 
of the Round would prove inad- 
equate. The Trade Negotiations 
Committee, the Round's gov- 
erning body, is due to deride 
how to handle the situation 
thfa afternoon. 

The Calms Group statement 
represented dilution of threats 
by Argentina that the group 
would walk away from the 
trade talks, unless it received 
satisfaction ova: farm subsidy 
cuts. Mr Blewett would not 
elaborate the options the group 
might consider at mid-Novem- 
ber, but said it would be “just 
a pipe-dream" for countries to 
go to Brussels thinking that 
without a satisfactory farm 
deal, they could settle other 
outstanding issues there. 

Urging the EC to table its 
farm offer without further 
delay, the Cairns Group 
stressed the offer could not 
have a "take it or leave it” 
character. The Commission 
would need flexibility and a 
mandate to negotiate cuts in 
the three areas of internal sup- 
ports, border protection and 
export subsidies. If the Round 
failed, the EC would have to 
take the Maine, the statement 
said. But Mr John Crosbie, 
Canada's Trade Minister, said 
he did not think Chancellor 
Kohl of Germany and Presi- 
dent Mitterrand of France 
wanted to be the Smoot and 
Hawley of the 1990s. These 
were the two legislators who 
sponsored the US Tariff Act 
generally regarded as having 
triggered the Great Depression. 
Farming In the US, Page 32 


Splits remain on end to 
investment flow curbs 


By William DuHforoe 

WITH four weeks to go to 
completion of the Uruguay 
Round trade talks, negotiators 
remain deeply split an a cen- 
tral aim - removal of restric- 
tions on investment flows. 

A draft text of an agreement 
on trade-related investment 
measures (Trims) circulated 
last week by Mr Tomohiko 
Kobayashi, who has been 
chairing the negotiations, con- 
tained 125 brackets, indicating 
points on which no under- 
standing had been reached. 

On Wednesday, a group of 
delegates from some 25 coun- 
tries plans to hold intensive 
talks in the hope of erasing the 
brackets. But officials believe 
the crucial divergences can 
only be resolved, if at all, by 
trade ministers, when they 
hold the Round’s concluding 
meeting in December. 

Trims is one (tf the Round's 
"new” areas alongside trade in 
services and intellectual prop- 
erty rights for which the US, 
the EC, Japan and other 
industrial nations want new 
rules to be included in the 
General Agreement on Tariffs 
and Trade. The US set the 
pace by proposing that 12 mea- 
sures which governments 
apply to investors and 
investments should be prohib- 
ited or subjected to dis- 
ciplines because they restricted 


or distorted trade. 

These measures included 
local content rules, under 
which an investor has to buy a 
given proportion of local mate- 
rials for his operations; export 
performance requirements 
obliging an investor to export a 
given amount of his output; 
product mandating under 
which he has to export to des- 
ignated countries; and trade 
balancing , requiring him to use 
export earnings to pay for 
imported materials. 

Many developing countries 
regard Trims as essential com- 
ponents of their development 
policies, and contest the need 
for special provisions against 
them in Gatt They also insist 
that any new discipline on 
Trims must be accompanied by 
tighter rules against multina- 
tional companies' restrictive 
business practices - a demand 
flnniy rejected by the industri- 
alised nations. 

India, Egypt and the Philip- 
pines have been active in 
mobilising resistance to a wide- 
ranging Trims agreement, 
while Australia has voiced res- 
ervations. A breakthrough 
depends in part on progress 
made to linked subjects such 
as world farm trade reform, 
tighter disciplines on indus- 
trial subsidies, and liberalisa- 
tion of tropical products. 


Battle lines are re-drawn 
in trade finance market 

BATTLE LINES are being Indosuez Sogem Aval, will be a 


cialist trade finance market, 
following Mr Ian Guild's resig- 
nation as chief executive of 
Midland Bank Aval, the Mid- 


one of the “big three" compa- 
nies providing this service in 
L o n don, Niamh Kenny reports. 

Mr Guild has taken 10 for- 
mer MidAval staff to found a 
company under Banque Indo- 
suez that will also provide for- 
faiting services. Forfaiting is a 
specialist finance activity 
involving discounting and sec- 
ondary-market trading of medi- 
um-term trade paper. It is a 
co mm on means of financing 
east-west trade. 

The new company, Banque 


suez and Sogem, the metals 
'and minerals trading arm of 
Belgium’s Soctete Gene rale. 
Indosuez will control 75 


mg the rest. It aim« to cover 
similar business to that offered 
by MidAval, but could extend 
its services to other financing 
techniques, such as debt-equity 
swaps and project finance. 

The team's departure was 
believed sparred by proposed 
operational reforms at Mid- 
land, ie, MidAval’s integration 
into the bank's trade division, 
Midland Montagu Trade and 
Project Finance (MMTPF). 
MidAval’s remaining s taff 
move to MMTPF. 


Brussels starts potash probe 


British 

TELECOM 

It’s you we answer to 


THE European Commission 
has opened an anti-dumping 
inquiry into imports of potas- 
sium chloride fertiliser, or pot- 
ash. from the Soviet Union, 
David Buchan reports from 
Brussels. 

European potash producers 
claim that, by undercutting 


them on price, the Soviet 
union has nearly doubled 
its share of the EC market 
over three years to 11.3 per 
cent in 1989. while de- 
pressing their output by 7 per 
cent over the same period 
and causing them financial 
loss. 
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EVEN A DUMMY CAN RECOGNISE WHICH 

IS SWEDEN’S SAFER CAR. 


The intelligent driver knows that the car which is 
perceived to be one of the safest hails from Sweden. 

But which manufacturer ? 

We believe that Folksam, Sweden's leading insurance 
company, is well placed to shed some light on this one. 

In its extensive survey of reported car accidents and 
insurance claims in Sweden covering the risk and severity 
of injury in car accidents, Folksam found the Saab 9000 to 
be the best of the heaviest cars considered, ahead of its 
nearest rival. 

Whilst the data doesn't cover all cars and all situations, 
it was still gratifying that in 7989 the Saab 9000 was awarded 
the ‘Folksam Safe Car' trophy. 

Which indicates that safety isn't just about steel cages. 
Saab's aircraft inspired design more than amply demon- 
strates that. (You know how stringent the safety standards 
are in the aircraft industry.) Being safe though doesn't 
necessarily mean being boring. 

The Saab range boasts more than its fair share of 

exciting performance cars. 


But at Saab we like to think that with performance 
comes responsibility That's why every Saab comes with 
its full complement of energy absorbing padding, rigid 
construction and crumple zones. 

/Is well as Saab pioneered active safety features, such 
as ergonomically designed cockpit, heated seats and easy- 
to-read instrumentation, which keep the driver relaxed 
but alert. 

So whatever you're led to believe, the figures may 
suggest a different story. 

To: Saab Information Centre, Freepost WC4524, London WC2H 9br. 
Please send me details of: 900 from £ 12.995 * 9000 from £ 16.745 + [^| 

CD from £ 17.245 * Q Or telephone on 0800 626556. 

Name 

Address . ’ ’ 


Postcode 

Present Car 

Year of Reg Age if under 18 

+ALL MODEL YEAR 1991 SAABS INCLUDE CATALYSTS AS STANDARD. 
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Dish sales rise 
sharply before 
news of link 

BRITISH Satellite 
Broadcasting came close to 
splitting satellite television 
receiver installations equally 
with Shy Television last 
month, according to the latest 
FT Satellite Monitor. 

The research, carried out 
before news of the merger 
between the two rivals, 
showed the total number of 
Astra and BSB dish homes 
rose bom 1.017,000 in Septem- 
her to 1,121,000 in October. 

The increase followed a flat 
month in September when the 
overall base of satellite Instal- 
lations appeared to rise hardly 
at alL 

The latest figures take the 
manlier of Astra dishes, broad- 
casting chan nels such as Sky 
Television, MTV and the Life 
Style channel up to 940,000 - 
an increase of 54,000. 

The number of BSB sqnar- 
ials, according to the research 
carried oat by Continental 
Research, increased from 

120.000 to 175,000. 

The monthly monitor, based 
on interviews with more than 

5.000 adults, found a total of 
205 dishes, 177 Shy /Astra 
homes and 28 BSB homes. The 
sample is then scaled up for 
the UK population as a whole, 
with a margin of error of pins 
or minus 50,000. 

Before merger, Mr John de- 
mens, chairman of Continental 
said there had been an 
Increase In the number of 
homes with satellite televi- 
sion. Also, more families with 
children said they intended to 
get satellite television. 


Office of Fair Trading begins preliminary investigation 

Watchdog may oppose 
merger of Sky and BSB 


By Raymond S noddy 

THE SHADOW Independent 
Television Commission yester- 
day served notice that it might 
not go along with the merger 
of British Satellite Broadcast- 
ing and Sky Television. 

Mr David Glencross, chief 
executive designate of the new 
authority, emphasised it was 
one thing for the shareholders 
of BSB to say they could no 
longer support the losses being 
incurred. 

"It is quite another for them 
to imagine they can transfer or 
share the contract with who- 
.ever they choose,” Mr Glen- 
cross said in unusually direct 
language for the regulatory 
body. 

“The DBS contract is not 
theirs to dispose of. II is the 
IBA’s decision,'' Mr Glencross 
added. 

The aim of the new com- 
pany, British Sky Television, is 

to transmit a new five-channel 
service on both the BSB and 
Astra satellites for at least an 
interim period before it 
becomes a wholly Astra ser- 
vice. 

Mr Glencross warned that 
the XBA and the 1TC, which 
will replace it, would be bound 
by existing broadcasting legis- 
lation. The rules include a pro- 
hibition on non-EC control and 
after 1992 rules preventing a 
non-domestic satellite system, 
such as Sky, owning more thaw 


20 per cent of domestic satel- 
lite, such BSB. 

Mr Rupert Murdoch’s News 
Corporation, an Australian 
company, will own between 48 
and 50 per cent of the new ven- 
ture depending on whether 
minority shareholders keep 
their shares. The other four 
main shareholders will be 
Granada, Pearson (publishers 
of the Financial Times) Reed 
International and Chargeurs. 

The shadow ITC cannot stop 
the new consortium from mov- 
ing to Astra, a Luxembourg 
satellite system, but It could 
refuse permission to broadcast 
on the frequencies now used 
by BSB. 

The Authority could then 
advertise the frequencies to see 
if there is another user or put 
them “into storage” to see 
whether a rival to the new BSB 
company emerges in future. 

Meanwhile, the Office of Fair 
Trading began a preliminary 
investigation to see whether 
the deal should be referred to 
the Monopolies and Mergers 
Commission. Any deal involv- 
ing assets of more than £30m is 
looked at 

The European Commission's 
anti-trust team said yesterday 
it was also monitoring the situ- 
ation. although it had not yet 
decided whether to investigate 
formally. 

At least two of BSB's 


receiver manufacturers, Thom- 
son Consumer Electronics and 
Nokia, stopped production of 
BSB squarial equipment unffl 
the full Implications of the 
merger is clear. 

Mr Oliver Sutton, director of 
Breema, the electronic equip- 
ment manufacturers trade 
body, said he was extremely 
disappointed about what the 
merger might mean for MAC, 
the television standard seen as 
a step towards European high- 
definition television. 

“We have always been very, 
very enthusiastic about MAC 
since the early ’80s. We hoped 
to see it as the standard for all 
of Europe,” Mr Sutton said. 

Mr Anthony Simonds-Good- 
ing, chief executive of BSB 
woo was told about the merger 
at 6.15pm on Friday, was not at 
his desk yesterday and it was 
not clear if be will return. 

Mr Sam Chisholm, managin g 
director of the new company, 
held a board meeting at BSB's 
headquarters in Battersea and 
afterwards staff were told not 
to speak to the press. 

As a result of the deal. Mr 
Ian Irvine, chairman of the 
new company, resigned as 
chairman of TV- AM. He will be 
replaced as chairman of the 
breakfast television company 
by Mr Bruce GyngelL who will 
combine the role with his pres- 
ent job of managing director. 


US telecoms link to 
undersea cable project 


By Alan Cane 

BRITISH Telecom and MCI 
Communications, the second 
largest US long-distance tele- 
communications network after 
AT&T, are planning to build 
the largest undersea communi- 
cations cable ever laid at a cost 
of up to £250m. 

The two companies have 
signed an agreement to plan to 
build a fibre optic cable 
- called TAT-X - which will 
be capable Of handling 150,000 
telephone mils simultaneously. 
It will operate at a transmis- 
sion rate of Z5 billion bits of 
information transmitted every 
second. 


TAT-S, BTs existing largest 
undersea cable, is capable of 
handling only 60,500 simulta- 
neous rails. 

The new cable, if built as 
planned, would go into service 
in 1993. 

The partners are seeking 
support for the venture from 
other international telecommu- 
nications carriers which they 
are inviting to join in the plan- 
ning, construction and opera- 
tion of the new cable. They 
also expect co-operation and 
participation from other tele- 
communications administra- 
tions in Europe. 


Call to stem IRA tax 
fraud gains in Ulster 


By Ralph Atkina 

TOUGH action to cut the flow 
of funds for the Provisional 
Irish Republican Army from 
tax fraud has been urged by a 
Conservative MP as the gov- 
ernment prepares to unveil 
replacement legislation for 
controlling terrorism in North- 
ern Ireland. 

The IRA is running an opera- 
tion costing approximately £5m 
a year, according to Mr David 
Davis MP. A large share is 
raised from protection rackets, 
smuggling, tax frauds, state 
benefit fraud and other crime, 
he says. 

His report comes as the 


Northern Ireland Office pre- 
pares to replace the 1978 and 
1987 Emergency Provisions 
Acts that expire in two years. 
Mr Peter Brooke, the Northern 
Ireland secretary, is widely 
expected to use the bill to 
introduce further measures to 
curb racketeering in Ulster. 

Last month, the Royal Ulster 
Constabulary anti-racketeering 
squad raided more than 40 
homes and offices of people 
connected with Shin Fein, the 
political wing of the IRA. Mr 
Davis says the IRA is 
“extremely skilful” at defraud- 
ing the Inland Revenue. 


Securities link-up boosts stockmarket 


By Richard Waters 

SIX LARGE securities houses 
in London have joined together 
to ensure that at least a sem- 
blance of a stockmarket exists 
for smaller companies, it 
emerged yesterday. 

At the same time, the Lon- 
don stock exchange announced 
what it called a “comprehen- 
sive package” aimed princi- 
pally at improving the market 
in smaller company shares - 
although market professionals 
played down the likely impact 
of the changes. 

The lack of active trading in 
many smaller company shares, 
and the fact that some securi- 
ties houses have stopped quot- 
ing buy and sell prices for 
smaller companies, has under- 
mined the market in such 
stocks in recent months. 


This has provoked consider- 
able criticism of the exchange 
and its market-making system, 
and brought calls for a new 
order-driven system in which 
buyers and sellers would be 
matched without the interven- 
tion of a market maker. 

In response to such criti- 
cisms. six securities houses - 
Smith New Court, Barclays de 
Zoete WeddL, Warburg Securi- 
ties, Kleinwort Benson, UBS 
Phillips & Drew and Hoare 
Govett - have told the 
exchange that they will ensure 
between them that every com- 
pany will always have at least 
two market makers. 

Mr Tony Abrahams, head of 
market making at Smith New 
Court, said: "This is certainly 
more than a PR gesture. We all 


want a market malting system 
- we have to prove that u 
works.” , . .. 

The 150 stocks which cur- 
rently have only one market 
maker wifi, be divided equally 
between the six. he said. 

Mr Peter Rawlins, chief exec- 
utive of the exchange, which 
approached the securities 
houses with the proposal, said 
this did not affect the develop- 
ment of an order-driven system 
for trading shares in London, 
which is still under active con- 
sideration. 

The exchange s council yes- 
terday approved a number of 
changes designed to improve 
the market for smaller compa- 
nies. These are: „ 

• Trades in about 1,200 small 
companies will not need to be 


Watchdogs should develop with business 


By Richard Waters 

THE CITY of London’s 
regulators have further to go 
in devising methods of supervi- 
sing financial conglomerates, 
Mr Brian Qninn, executive 
director of the Bank of 
England, said yesterday. 

Speaking at a conference in 
London organised by the 
Financial Times, in association 
with the Investment Manage- 
ment Regulatory Organisation, 
Mr Quinn said: "It is very evi- 
dent that, even now, compa- 
nies themselves are still experi- 
menting and changing 
structure. Why should the reg- 
ulators be expected to find the 
correct approach in one 
move?” 

In spite of this, Mr Quinn 
said that the UK’s system of a 
“college of regulators" set up 
to supervise conglomerates 
was “working well and con- 
tinuing to improve”. 

He also held out the prospect 
of a greater degree of institu- 
tional rather than functional 
supervision in the City - that 
is, where regulatory bodies are 
set up to cover all the activities 
of a financial institntion, 
rather than only covering spe- 
cific functions, as under the 
current UK system. 

However, any switch 
towards an institutional 
approach - which would bring 
the UK more into line with 
continental European regula- 
tions — will not happen 
quickly, since organisations 
like the Bank of England sim- 
ply do not have the skills to 
regulate some areas of busi- 



FT/lmro conference: 

CITY REGULATION 
REAPPRAISED 

ness, such as investment man- 
agement. “We're still in the 
process of evolving.” he said. 

Taking up the issue, Mr 
John Young, chief executive of 
The Securities Association, 
warned that it was important 
for specialists to regulate 
investment markets, and that 
broad-based institutional 
supervisors frequently lacked 
the necessary range of skills. 

"Only when the need for a 
specialised approach is fully 
understood and accepted, and 
the would-be single regulator 
is capable of administering the 
appropriate specialised roles 
and regulatory techniques with 
confidence and accurate mar- 
ket judgment, is it feasible to 
contemplate such an institu- 
tional approach,” be said. 

Mr Charles Nunneley, con- 
ference chairman and chair- 
man of the institutional Fund 
Managers' Association, laid out 
what he said were the require- 
ments for an efficient regula- 
tory system: it should allow 


investment businesses to oper- 
ate as freely as possible; min- 
imise the costs of regulation; 
not interfere with professional 
investors who do not need the 
same level of protection as pri- 
vate ones; provide level 

S laying fields on which no 
rms are given an unfair 
advantage over others; and not 
change too frequently. 

Also, he said, rulebooks 
should “let us know where we 
are”, making clear what the 
law is. “Most of us ... do not at 
all mind if the new rulebooks, 
which are emerging, prove to 
be just as fat as their 
predecessors, provided that 
their contents are clear and 
more sensible. 

Mr George Nlssen, chairman 
of Imro, diverged from this last 
stipulation when he told the 
conference that the organisa- 
tion’s new ratebook, a draft of 
which is due out at the end of 
this month, should be above all 

rimpip 

“We have . . . taken a con- 
scious de cisio n that in the last 
resort that we will go for sim- 
plicity rather than strict legal 
certitude,” he 

Other speakers echoed the 
view that the rules should be 
kept simple, and not drive 
business from the UK 
"Great Britain provides ns 
with the perfect example of 
how an originally liberal and 
strongly deregulated market 
can change, over a relatively 
short period, of time, to a 
situation of over-regulation," 
said Mr Piet-Jochen EtzeL 


a member of the board of man. 
aging directors of Dresdner 

Bank. 

Mr David Walker, chairman 
of the Securities and Invest- 
ments Board and architect of a 
recent initiative to reduce the 
regulatory burden in the City, 
<miri that much of the criticism 
was unwarranted, . and 
challenged critics to came for- 
ward with specific aspects of 
the current regime that is hin- 
dering their business unneces- 
sarily. 

Mr Walker also attacked 
suggestions that the UK should 
have a stronger, centralised 
regulatory body, modelled on 
the US Securities ^nd 
Exchang e Commission, which 
he called “naive”. 

Mr Crispin Henderson, a 
partner of Coopers & Lybrand 
Deloitte, said that the EC's 
directives on regulatory 
matters will not create a 
“homogeneous regulatory sys- 
tem”. Instead, they will create 
an umbrella under which dif- 
ferent national systems will be 
aide to coexist 

“F undamental adjustments 
will be limited,” he said. The 
only significant changes in the 
UK, based on current propos- 
als, are that the 100,000 
appointed representatives 
(Independent agents who sell 
the investment products of 
only (me company) would need 
to be authorised, and small 
investment firms would have 
to have mare capital to oper- 
ate. 



THE FUTURE |S NOT WHAT |T USED TO BE. 
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Funny, isn't it. how 
views of the future 
change so rapidly. 

Just ask any visionary 
you happen to meet. 

Today, scores of peo- 
ple are trumpeting the 
virtues of networking. 

We at Novell 
defined the industry. 

Since then, we have 
become synonymous 
with Network Com- 


puting, and our software 
products are now in their 
eighth generation. 

You see, we're not 
in the prediction 
business. 

We're in the reality 
business. 

We don’t look at the 
world through a crystal 
ball. 

We look at it through 
the eyes of our 


;/•: ■« .» 

customers. 

Which is why, if you 
have an eye on the 
future, you'd do well 
to consider the people 
who made it possible. 



The Past, Present, 
and Future of 
Network Computing. 
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VACHER0N CONSTANTIN 

. The World's oldest Welch Manufacturer 
Geneva since T 755. 



TELEPHONE: 071-828 7233 
FfSE 100 


AFBO MEMBER 
WALL STREET 


Nov. 2065f2075 +18 Hat. 2491/2503 +13 
Dec. 2085/2095 +18 I Dec. 2502/2514 +13 
5pm Prices. Change from previous 9pm dose 

HOW TOLL MP YOU IUPGE TOE MARKET? 




MEMBER A FBD 


DOLLAR 
Where Next? 

Can for our current views 


CAL Futuna Ltd 
Windsor Hook 
50 Victoria Street 
London 
SW1HONW 
TU: 071-799 2233 
Fax:071-7991321 


Your money can 
now earn up to 



VACHERON CONSTANTIN - 
T RUE De$ MOULINS, CH 1204 GENEVE 


No FT? 

No problem in Japan. 

Keeping up with the news when you travel to the Far East 
used to be something of a challenge. The world seldom stands 
stilL These days, in fact, just a few hours can be enough to 
change history for ever. 

Happily for FT readers, staying in touch is now no longer 
a problem in Japan. 

Because we now publish in Japan six days a week - 
transmitted overnight by satellite direct from London, and 
printed locally for the start of the working day. Ask for your 
copy at the hotel or on the news stands, in Tokyo or in other 
major Japanese cities. 

If you're a resident, well huxLdeKver the FT to your 
office in central Tokyo, first thing every day. 

call Tokyo (03) 295 1990 now 
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with Lombard 


W you have £1 ,000 tar more to invest your money could 
! hand8 ?"!® 14 -°0^ * * a Lombard One 

Year Fixed Account. The rate is fixed and guaranteed not 

to changedurtng the period of the deposit Interest is* 

paid as a lump sum at the end of the perkx] 

iWanattracttvevaria^ rate, currently 
equivalent to a 

compound annual rate ol 15 . 03 % . 

sure to be a Lombard 

account from our comprehensive range of sterling 


requirements. 


brocjwre No. 1297 or simply complete and postthe^ 


Interest is paid without deduction of tax. 


(Lombard 

The Complete Finance Service 


Deposit Accounts 

^ C arter . Lombard North Centra PLC 

BankkTQ Services Department 1297. 38aCurzmS» 

Lo ndon WTA 1EU England. TeL 0737 776861 

NAME 


ADDRESS. 
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published to the stockmarket 
immediately, to afiow martat 
makers time to reduce their 
exposure before competitors 
discover their position. 

• Any matching bpiness - 
where a broker toat**** 6 ®?®* 
and sellers, without the busi- 
es passing through a market 
h*ve ta bs 
“exposed” to a market maker 
wherethe price Is at or outside 
the normal market spread 
between buying ami selling, 
p For new issues of shares of 
less than £15m, at least 5 per 
cent must be placed with .an 
independent market maker, 
rather all being offered to 
the sponsoring broker's own 
clients. In larger Issues two 
Independent market makers 
should be allocated 5 per emit 
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London’s 

airport 

will be second 

to none. 
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The new terminal complex at Stansted will 
open in March of 1991. 10 years and £400,000,000 
in the making it is just part of BAA’s £2 billion 

investment programme. 

When you enter the terminal next year you 
^ill' be s«u ck by the simplicity of the Norman 

Foster design. 

Everything you need is on one level 
Departures are on the left, arrivals on the right. 

You will simply move in a straight line from the 

front of the building through check-in, security and 
passport control to the departure lounge at the back. 


Stansted is ideally located just a short drive off 
the Mil and the M25. By train, it will take just 40 
minutes on the direct rail link from Liverpool Street. 

Nothing could be easier. But then making life 
easier for the passenger is what BAA is all about, 

and that takes careful planning. 

BAA’s forecasting team have consistently pre- 
dicted passenger demand with unrivalled accuracy. 

This expertise was behind the opening of the 
North Terminal at Gatwick, the new Terminal 4 at 
Heathrow and the rebuilding of Terminal 3 to give 
far greater comfort than before. 


We are also planning the Heathrow Express rail 
link which will take just 16 minutes from Paddington. 

With this policy of constant development 
and improvement, it’s clear that with Heathrow, 
Gatwick and Stansted, London will not just lead 
Paris, Frankfurt and Amsterdam - our position 
as the number one international airport group in 
the world will be in no doubt. 

B A' A fi 

The world’s leading international airport group. 



< Heathrow 


Glasgow « Edinburgh * Prestwick < Aberdeen / 
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UK NEWS 


Foreig n Secretary’s speech on Europe to UK. employers 7 annual meeting 

Hurd urges need for open markets 


By Mlchaal Cassell, Business Correspondent 


THE GOVERNMENT wanted 
to see farther economic inte- 
gration within the European 
Community on the basis of tree 
and open markets, Mr Douglas 
Hurd, the foreign secretary 
told a meeting of the Confeder- 
ation of British Industry, the 
employers' association, yester- 
day. 

Mr H ard, add ressing the CBt 
annual conference in Glasgow, 
emphasised the government’s 
pro-European credentials, say- 
ing that it would continue to 
argue for a liberal, open 
Europe and "to block a slide 
backwards into protectionism 
or a slide forward into centr al- 
feed and over-powerful commu- 
nity institutions." 

He said Britain should not be 
afraid if the argument occa- 
sionally boiled over into con- 
troversy, provided It was not 
deflected from its principal 
objectives. 

Mr Hurd said that no-one 
was seriously suggesting that 
Britain should withdraw from 
the community the sovereignty 
it had already pooled on issues 
such as foreign trade, or that it 
should abandon the treaty 
commitments into which suc- 
cessive governments had 
entered. 


"On the other hand, no me 
is seriously expecting Britain 
to submerge our parliament 
and our other institutions Into 
a federal state on the American 
or German model," he sqj fl. 
adding that Britain had to con- 
tinue fighting fqr its own inter- 


On the issue of economic 
and monetary nnian, Mr Hurd 
suggested that there was more 
common ground among EC 
member nations than many 
people Imagined. 

The European partners 
agreed that further economic 
integration within the commu- 
nity was iteafrahlw and shnnlri 
be on the basis of free and 
open markets, and they were 
also imitmi in believing that 
the overriding objective of 
monetary policy was price sta- 
bility, 

Mr Hurd also emphasised 
that there was a consensus on 
the need to avoid excessive 
budget deficits and monetary 
fiiwnring , as well as general 
agreanent that there should be 
moves beyond stage one of the 
Defers plan to create a new 
monetary institution. 

He said the British govern- 
ment belie ved it was common 
sense to take decisions on the 


substance of further moves 
towards economic convergence 
before deciding on the ti ming . 

“Our approach is straightfor- 
ward; on matters monetary we 
go with the grain of the mar- 
ket, on matters political with 
the grain of national tradi- 
tion." 

Mr Hurd said that at the sec- 
ond of the two fo rth co ming 
inter-governmental confer- 
ences - on political unlo 
— Britain would seek to main- 
tain the institutional balance 
within the EC and strengthen 
foreig n policy co-ordination. 

The g o v e rnment wanted the 
European Communltyto be 
more eWfojent and to give bet- 
ter value for money. It 
intended to ensure that the 
community was more demo- 
cratically accountabl e an d 
to ordinary citizens, 
while m ak i n g sure it was not 


the social affairs fields." 

Sir Michael Angus, the chair- 
man of Unilever, said that 
aspects of the community’s 
social action programme which 
sought to impose uniform 
methods of Information, con- 
sultation. negotiation and par- 
tidpatfon, and which did not 
reflect European cultural 
diversity, were "misguided." 

He said; “There is a **"8”** 
that some propositions in the 
social action programme put 
bureaucracy before e fficien c y , 
conformity before human 
understanding, and uniformity 
before common sense." 

Sir Brian Corby, CBI presi- 
dent, the organisation was 

wholly supportive of employee 
involvement, bnt took issue 
with any "absolute prescrip- 
tion" on how it should be 
achieved. 

Some delegates, however. 


while mairing sure it was not some delegates, n uwcm , 
mmemfflcult for other objected to the CBTs approach 
countries to loin. to aspects of the EC social pro- 


countries to join. 

The CBI conference over- 
whelmingly supported a resolu- 
tion raffing for the completion 
of the -■qfog te to remain 

the priority on the European 

n pnifa, but that 

progress should not be ham- 
pered by "unnecessary commu- 
nity leglstaiian, for example in 


Mr RdLand Long, a manage- 
ment consultant, said the 
organisation was displaying "a 
narrow attitude” to the issue. 
He said the Idea that the EC 
so cial programme was at odds 
with the operation of the single 
market was "ludicrous.” 


Robin Leigh-Pemberton, governor of the Bank of England, outlines a European b anking scenario 

Governor urges evolutionary approach 


THE FOLLOWING are extracts 
from yesterday's speech by Mr 
Robin Leigh-Pemberton, gover- 
nor of the Bank of E ngl a n d, on 
bank supervision and Europe’s 
monetary arrangements: 

"I think that, in principle, 
the job of the monetary author- 
ities is to maintain Uwannial 
stability in a very f u n d ament al 

BGHS 6 - 

First and foremost, this 
entails maintaining stability in 
♦ha value of the currency, both 
internally and externally. But 
it also involves maintaining 
the stability of the system, not 
least because the job of mone- 
tary policy would be made infi- 
nitely more difficult if there 
were lack of confidence in the 
banking system brought about 
by periodic crises or threat- 
ened crises. 

I do not therefore rule out a 
broad supervisory rede for a 
Community monetary institu- 
tion if one were ever estab- 


lished. But perhaps the more 
important question is whether 
we should commit ourselves 
now to giving a supervisory 
role to any such institution. 
Here my approach is very simi- 
lar to the stance I take on mon- 
etary union generally. 

I think we must adopt an 
evolutionary approach and 
retain flexibility to respond to 
unknown - end unpredictable 


ate structure for supervising 
individual hunks and the sys- 
tem generally must depend cm 
the way the market develops. 

1 am therefore rare that, for 
the rime being, we should 
maintain a very dear concen- 
tration of supervisory responsi- 
bilities at national level. How- 
ever. we should leave the way 
open for developments. And ! 
think that this means that, if 
at the forthcoming IGC the 
Treaty fa amended, we need to 
consider seriously whether to 


provide for any new institution 
to be g i ven competence to act 
in the supervisory area. 

In suggesting this, I am not 
qpoV-tng to diminis h the princi- 
ples underlying the Second 
Banking Co-ordination Direc- 
tive. Until there is more evi- 
dence of a European character 
to hanks and banking markets, 
it fa inconceivable to think that 

any other approach wonld be 
practicaL However, a European 
character to banking may 
develop mare quickly than we 
now imagine, and in unex- 
pected forms. 

One can envisage a number 
of possibilities, which may 
over time merge one into 
another. One would be to give 
any new central monetary 
authority the right to voice its 
opinion about regulatory pro- 
posals, and about the operation 
of supervision, in relation to its 
primary responsibility far mom 

etary policy and price stability . 


BRITAIN IN 
BRIEF 


Tlmpwie^wWchfato 
fargBStwun by BacaFs radio 
subsidiary, fa expected to be 
worth between £60m and 



turn, 

gyi Radio fa put of an 


Iraq appeal 
over ‘super 
gun’ fails 

An Iraqi bid to duDeage the 

seizure of eight steel tubes 
qUfp ril y to he made 

Into a “super gun” has been 
dismissed by a High Court 

judge. 

Mr Justice Nolan refused 
the Iraqi Ministry of 
Industries leave to apnly for 
a declaration that last April's 
seizure by Customs and Excise 
officer s was unlawfuL 
Dismissing the apnUntioa, 

Mr Justice Nolan raid the 
“appropriate way" for tire 
ministry to try to have the 
seizure set aswe was by 


ww sel^ for the project 

Details of ti» contract will 
be negotiated next year. 

Official body to 
test food quality 

Tbe Quality Control Coundl 
set up by Food From Britain, 
an export promotion body, win 
become the UK’s official 

quality testing body nn der 


the governments fight against 
taxation. 

New methods of 

paying for water 

Three mate methods ctf paying 
water bills In future have been 
outlined by the Office of Water 
Services, the industry's 
economic regulator. 


12 regional electricity 


from a closed 


turbines 


station, a technique known 
as "repowering.” 

“We would certainly want 
to look at keeping opmsraoB 
tf our stations as gas fired. 
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This could, over time and 
only if it became necessary, 
develop into a co-ordinating 
role to cope with pan-European 
supervisory issues that could 
not be satisfactorily handled at 
national leveL The institu- 
tional arrangements for this 
have alreadybeen suggested in 
the Defers report, which rec- 
ommended that the mandate 
and function of the European 
System of Central Bank s 
fl frnnM allow it to participate in 
the co-ordination of bank 
supervision p ol ic ies . 

A conceivable final step 
would be the centralisation of 
some supervisory responsibili- 
ties- It would be quite wrong to 
do *bi«, however, unless the 
European banking scene 
evolved over a period of 
fru-ndpa to the point where it 
bad a distinct character sep* 
rate from that of nati onal 
systems. That is dearly a very 
long way off." 


n ttMata ttg seizure. Customs 
and Excise Intends to start 
such proceedings within the 
next few weeks. 

Price of package 
holidays cut 

Discounts of an average SO 
per holiday are being offered 




John Gammer: food quality 
is major marketing tool 

European Community 
regulations, Mr John Guuuner, 
the agriculture minister, has 
announced. 

Government running of 
E4£m will enable the voluntary 
scheme to expand. It already 
covers lamb, beef, bacon. 


bid to stimulate package 
holiday bookings for next 
summer. 

The three largest multiple 
nhiiiiw of agents — Lunn Poly , 
Thomas Cook, and Ptckfonis 
Travel - confirmed at the 
AMnrfatim of British Tuvd 

. i » In tbiifanect 


Is to be ‘**+*n<*eA to include 
home-made cheese, pork and 


that they were still offering 
discounts, even though the 
Gulf crisis may push Up costs 
by up to 10 per cent 

Racal wins deal 
with Canada 

BacaL the electronics group, 
fa to design and initiate tiw . 
manufacture of a £450m radio 
w i w uun ia thiM system. This 
will be used by the Can adi an 

armed forces to replace to 

ruww rt uvrigiL which is based 
cb 1860» tec hnol ogy. 


Mr ftnmmer told a Food 
From Britain conference an 
bridging the country’s £Stm 
deficit in food trade that "food 

quality is now a major 

marketing toed!”. 

Consumers fall 
deeper into debt 

The British consumer fa 

falling further into debt, 

especially on credit-card 
payments, while spending teas 

an retail poods, official 
statistics Indicate. _ . . 
The figures from the Central 

Statistical Office are broadly 
consistent with recent 

evidence that the UK economy 
fa stowing down, bolstering 


and sewerage services in 
England and Wales, baaed on 
a standing charge and a 
property’s rateable value, will i 

cease to be legal by the end 
of the decade. This is because 
of foe replacement of rates, 
which pay for local s ervice s, 
by the community charge, or 
polltax. 

The three main options 

identified are a Art rate licence 
fee per household: a h o usehold, 
or banding, charge that would 
depend on a property's size 
and characteristics; and 

metering. 

Distillery unit 
for Greenwich 

A ELQmdfatiBexy complex, 
nrudo ring neutral spirit used 
in making gin and vodka, is 
to be built at Greenwich, on 
^BiwirTlMBiM. In Lo ndon . 
The development will be 

carried out by Greenwich 

DfatBtess, a jodirt venture set 
up by Invergorden Distillers 
and Tonne! Refineries, an 
associate aTTate A Lyle and 

TmhMfrlrilH et 

Ftoandere pour les pndufts 

omriaces. The new distillery 
is expected to start production 
In 1982. 

larcargcrdnaDtetiDer s, 
which grodnere several frauds 
of Scotch whisky and Glayva 

Hqurar, recently returned to 

tee stockmaxket after a 

management buy-out two 

years ago. 

Nuclear Electric 
to ‘repower’ sites 

Nudear Electric, the 
state-owned nuclear power 
producer in England and 
Wafas, will be able to enter 

joint ventures tobufld 


Merchant bank 
sheds subsidiary 

MorpmGrraWljthe ^ 


of to property consulting 

snbridlary, Morgan Grenfell 
T.owrk*, hr a management 
buy-out. 

Tbe subsidiary has 
announced a reduction in to 
wo r k force by 55 to 79. This 
fa the latest In a ae ries of _ 
rfufondancfeg of chartered 
surveyors, which have been 
badly hit by the recession in 
the property market 

Warning oyer 
textile industry 

The opposition Labour party 
has caned for urgent 


nudear sites after the 
ation of the electricity 


UHUo&Aj* 

The camfitions under it can 
enter joint ventures with 


nextontbkneSOOp 
prospectus for the safe 


Britain's clothing and tortile 
industry whose niture is said 
to be "hanging in the balance”. 




Peter UHey: urged to sup- 
port industry 

Labour’s trade and industry 

spokesman, Mr Dough* • 

Henderson, warned that half 

the jobs in the industry could 
disa ppear to five years if cheap 
imports were allowed to flood 
the market. m 

He said that Mr Peter IHtey, 
the trade and industry 
secretary, must give an 
y amr ance in hfa forthcoming 
speech to toe British Clotlnog 

Industry Association that the 
government would suppeut 
the industry.' 
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Now YOU 

CAN FLY TO 
SINGAPORE 
AND SYDNEY 
GULF AIR 
STYLE. 





. *• ,• - A** 4 y » - 



. never been a more enjoyable wj to fly to 
id Sydney. Because now you can experience out 
stable style of service .1! the way. We depart for 


Singapore and Sydney via Bahrein every Wednesday and Friday. 
IA all part of our continuing development as one of the 
world's great airlines. In feet, with the latest additions to our 


network, we can now fly you to forty destinations worldwide. 

So why not contact your travel agent or local Gulf Air office 
and discover for yourself the delights of flying. Gulf Air style. 


gjjbllOUjb 
GULF AIR 
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The Moscow 
Festival Ballet 


ROYAL ALBERT HALL 

Moscow Festival Ballet is a 
recent product of the new 
dispensations within the Soviet 
Union. Recruiting its dancers 
from a variety of state troupes, 
it is now on tour here, playing 
short engagements in tbe 
regions. If Saturday night’s 
showing at the Royal Albert 
Hall is anything to go by. 
presentation is rudimentary to 
a point nearer do-it-yourself 
than professional staging. 
Perfunctory black drapes 
masked two exits into which 
tbe artists retreated when not 
required on stage. The second 
act of Giselle acquired tbe only 
design -a midget grave that 
looked as if it had been 
borrowed from a pets’ 
cemetery. Details of casting 
were cursory, amounting to no 
more than a list of alternative 
names for certain roles, from 
which the audience might 
guess whomsoever they chose. 

For this is. I surmise, 
entertainment for people who 
need only to believe in that 
magic conjunction of the words 
"Moscow" "Festival" and 
“Ballet”. The audience is 
offered gems from tbe classics, 
decently danced and with a 
decent orchestra, and no 
further questions need be 
asked. But a few queries spring 
to mind. Tbe first concerns the 
domination of the evening by 
performances from Galina 
Mezentseva. We know her 
idiosyncratic style and brittle 
physique from past Kirov 
seasons. On Saturday she 
appeared in the second act of 
Giselle — chief item of the 
evening - and then in the 
second act adage from Swan 
Lake, and as the Dying Swan, 
and looked morosely mannered 
In each. 

This emphasis upon 
Mezentseva was all the more 


regrettable since the group 
includes a noteworthy talent, 
new to us, in Iolanta Valekaite, 
a r.jnnmpfan ballerina. With a 
pure, clear dance identity - 
movement looks elegant at all 
times, line is aristocratic — she 
made a dramatically touching 
Esmeralda in the pas d'action 
in which the gypsy girl dances 
at the betrothal party of her 
beloved. (The programme gave 
no indication of the story, and 
misspelled a character's name : 
the management is too 
dismissive of an audience’s 
right to information). Miss 
Valekaite was very impressive 
- an eddying pas de bourne 
was as evenly matched as a 
string of pearls: emotion was 
no less lovely in Its control — 
and I want to see her in more 
extended roles, both classic 
and lyric. (She would be 
ravishing as Balanchine’s 
Sonnambula.) 

For the rest, there was , of 
course, tbe Don Quixote pas de 
deux, and the Flower waltz and 
pas de deux from Vainonen’s 
Nutcracker (minus those airy 
lifts in which Kolpakova was 
once so magical). The male 
contingent is headed by Viktor 
Barikin, lately with the 
Bolshoy. Even in the 
rampagfogs of the Dan Quixote 
duet there was an authority 
and response to each daring 
moment that told of a serious 
and gifted artist on whom I 
have reported with pleasure in 
the past. Like Miss Valekaite, 
Barikin transcended the 
unlike ly circumstances of the 
performance: both dancers 
spoke to us about the power of 
ballet to enchant, which is 
what Saturday night’s 
audience wanted to see. 

Clement Crisp 


The Cholmondeleys 


RIVERSIDE STUDIOS 

It is the idea of the 
Cholmondeleys that one 
relishes most - that plebeian 
chic. It is there again in their 
choreographer Lea Anderson's 
latest work. Cold Sweat. Tbe 
look is heavy, modish, cool No 
refinement, superiority, 
virtuosity. Sharp and/or 
fluent moves are all strung 
on to the same controlling 
phrase like a series of 
instructions. Machine rhythm, 
conceived for the group. When 
one solo does follow another, 
there is no change in basic 
tone. 

Cholmondeleyism is the 
most celebrated subject of 
some memorable, inventively 
clever photographs by Chris 
Nash (recently exhibited at 
the Portfolio Gallery). The 
most exact and striking feature 
of the Cholmondeleys is their 
use of face and hands, and 
Nash’s series of individual 
portraits turns them into 
glove puppets, their heads 
placed on top of huge 
body-sized bands whose fingers 
act as legs and arms. But this 
Bosch-like conception, though 
cute, doesn’t get to the core of 
Cholmondeleyism. Stretched 
on those fingertips, his 
Cholmondeleys look poised to 
fly. What is missing is the 
weight that gives the stage 
Cholmondeleys their weary 
working-girl wit. 

Whether you see them in 
photos or in action, however, 
the experience of the 
Cholmondeleys is less 
impressive right now than 
the idea. Anderson used to 
make short, entertaining 
vignettes for them - as she 


still does for her male group, 
the Featherstonehaughs - hut 
she did not have the rhythmic 
variety to make it rewarding to 
watch more than three or four 
items at a time. Now, in 
several longer pieces, she has 
been learning how to plan the 
architecture of a whole 
evening. But what Cold Sweat 
lacks is the motor to keep 
each short episode lively, ft’s 
a collage of ideas in which 
behaviour is connected or 
contrasted to tbe weather. 
Each idea, initially good, gets 
stuck in a groove. The mind 
wanders, until Anderson lifts 
the needle - and puts her 
dance down into the next 
groove. 

And the very weight that is 
missing in Nash’s photos is a 
problem. How do yon make it 
move? The Cholmondeleys 
look fine sunbathing, frozen, 
sleepy, drunk, or blase - but 
in sustained motion they look 
lethargic, reluctant. Those 
torsos and legs have never had 
the precision of the arms and 
faces. 

The liveliest part of 
this two-hour show is the 
accompaniment. Drostan 
Madden’s taped collage in 
Part One is deft, and Steve 
Blake’s live music for the 
overture and Part Two is 
much more. Combining jazz, 
motors, minimalism and rock, 
Blake’s score is something 
unusual these days - music 
that makes you want to 
dance. But Cold Sweat’s dances 
look as if they were 
pre-choreographed. 

Alastair Macaulay 
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*Womau examining her shadow* by Eileen Cooper at Benjamin Rhodes 

With figures in mind 


William Packer reviews the work 
Cooper and Robert Organ 


he coincidence of cer- 
tain exhibitions will 
sometimes make a 
useful critical point, 
or at least raise an issue. With 
Eileen Cooper showing her 
recent work at Benjamin 
Rhodes (4 New Burlington 
Place WL until November 17) 
and Robert Organ at Browse & 
Darby (19 Cork Street Wl: until 
November 17). it is the nature 
of much current painting that 
bears some thought 

So often do we hear of the 
supposed revival of figurative 
art over the past dozen years 
that it might be useful for a 
wimnpnt to consider something 
of its character. Certainly in 
our art schools, where in the 
middle 1970s representational 
imagery of any kind was much 
more the than the 

rule, tbe reverse is now true. 
But even that generalisation 
requires some qualification, for 
neither position was, nor is, 
ever so extreme as some would 
suppose. Accepting, if only for 
the sake of tbe argument, that 
such a revival has indeed 
taken place, it is rather the 
nature of the work that shou l d 
concern us. 

What is undoubtedly true is 
that throughout the 1980s, of 
the younger painters who 
emerged to claim critical 
acceptance and institutional 
patronage - the Campbells 
and Wizniewskis, Milroys and 
Coopers - almost all were 
obviously figurative in their 
imagery and preoccupations, 
where ten years before they 
would have been abstract and 
conceptual. And their work, in 
its imagery as in its handling, 
was all too likely to conform to 
the general pattern, loose and 
generalised on the surface, 
symbolic, sentimental and nar- 
rative in its content In short 
rather than look to the exter- 
nal and physical world for 
objective reference and infor- 
mation, they would make it up. 

Eileen Cooper is still only 37, 
and yet has been showing with 
a conspicuous regularity since 
her late twenties. Her work is 
lively and attractive in its 
immediate impart, her simple, 
mannered figures and mani- 
kins quite irarniqt a fcpaMy her 
own. The paint is fat and juicy, 
the colour hot and bright, the 


line positive and thick, the 
imagery engaging and even 
amusing . Naked figures move 
together, embrace and even 
couple in a manner that is 
more innocent and touching 
than erotic, though the sexual 
inference of the lilies they pick 
and the tigers that watch over 
them is clear enough. The set- 
ting and mood are unspecific 
yet redolent of Eden before the 
Fall, which primitive ideal is 
matched by the clear reference 
to primitive art and its sophis- 
ticated reinterpretation at 
modern bands - shades of 
Gauguin, tihagall, PicaSSO and 
Matisse. 

But it is that very simplicity, 
with all its charm, that gives 
us pause. For what, in a single 
image, may be taken as an 
honourable and reasonable 
directness, in the unlimited 
series that is her work to date 
begins to smack of an easy for- 
mula. And any close inspection 
of the paintings themselves as 
paintings, ' rather than as the 
mere vehicle of effectively 
graphic imagery, must confirm 
these uneasy suspicions. Form 
is unmodulated, space unde- 
fined: paint merely fills in 
between the Unas; the marks 
sit on the surface undifferen- 
tiated and perfunctory. These 
are not works concerned with 
the realisation erf an image in 
its physical presence as a work 
of art, at one with its surface 
and its substance, but simply 
with tiie first statement of an 
idea. The image is all, and a 
graphic image at that 

But all is not lost Miss Coo- 
per is clearly talented enough, 
and by no means tbe first art- 
ist to coast innocently along, 
mistaking popular production 
for development and achieve- 
ment Hie large, indeed huge 
charcoal drawing by the 
entrance, and its pair down- 
stairs in the back room, 
together give the lie to any 
absolute complacency. The 
medium of charcoal, no less 
seductive than paint but some- 
what trickier, and the size and 
implicit ambition of the under- 
taking, have combined to put 
her on the spot. What she 
achieves, therefore, subtle and 
delicate as it is in so many 
ways, is fought for and often 
unexpected in tbe result The 



of Eileen 


surface is worked and modu- 
lated, and the imagery of 
mother, child and tree is the 
natural resolution of how it 
was done. And there is to it all 
a natur alis m that, is its detail 
of observation, begins at last to 
mortify the o ld, habitual and 
easy mannerism. If this is Miss 
Cooper’s way forward, it has 
much to offer her, and us. 

* 

Robert Organ, by contrast, is 
her senior by some 20 years, 
and that gap of a generation is 
eloquent of the difference 
between them, both in their 
work and circumstance. Such 
SnOCeSS as Organ hag hart hag 
come late, again confined to 
tiie 1980s, though without any 
such critical and public sup- 
port as Miss Cooper has 
enjoyed from the outset. He 
has had, however, a long 
career as a teacher, and a 
teacher, moreover, in the old 
and honourable tradition in 
our art schools, consciously 
abolished in the mid 1960s, of 
objective observation and aca- 
demic study. 

His paintings are concerned 
with what he has seen, with 
his experience of it and 
response to it. While he too 
displays much conscious man- 
nerism in the working of his 
material, there is never any 
question of an absolute, subjec- 
tive invention. He may invent 
a composition such as his 
“Desmoiselles de la Crcosette”, 
flaunting their virtues on the 
promenade above the darken- 
ing bay, but that landscape is 
known to him, the play of light 
observed and understood, and 
the attitudes of the three 
women established with an 
assurance that can only come 
of long study of the model in 1 
the life room. 

He shows a wide variety of 
work, from small studies of the 
French countryside and of bis 
cats in the garden, to larger 
and more ambitious landscapes 
of the Dorset cliffs, conversa- 
tion pieces of old people in a 
nursing home, the “Desmo- 
isefles” of course, and best of 
all, perhaps, a large and 
extremely fine painting, as 
impressive in its handling as in 
the quality of its observation, 
of a monkey clinging to tbe 
wire of its cage at the Zoo. 
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OPERA AND BALLET 
London 

Royal Opera. Co-rent Garden- 
Revival of the 1985 production 
of II bartnere <U Siviglia, con- 
ducted by Gabriele Ferro, with 
the first of two interesting casts: 
Agnes Baltsa, Raul Giznenez. 
Jeffrey Black, Gabriel Bacquier 
and.Ruggero Raimondi. Last per- 
formance of tbe first-rate new 
production of Verdi’s Attda, con- 
ducted by Edward Downes, with 
Barseg Tumaoyan. Josephine 
Barstow, Giuliano Clanne.Ha and 
Giorgio Zancanaro: strongly rec- 
ommended. 

English National Opera. Coli- 
seum. A new and unusual double 
bill. Delius’s Fennimare and 
Gerda, Puccini's Gianni Setae chi, 
has its first showing, conducted 
by Charles Mackerras, produced 
by Julia Hollander, with casts 
including Sally Burgess, Peter 
Coleman- Wright, Benjamin 
Luzon and David Maxweil-Ander- 
son. Further performances of 
the award-winning 1988 produc- 
tion by David Pountney of 
Busoni's Dr Faust, conducted 
by Antony Beaumont, with Alas 
Opfe. Graham Clark and Helen 
Field in leading roles; fatal one 
this season of The Magic Flute 
tn Nicholas Hytner’s fresh and 
uncluttered production. 

Paste 

42nd Street, the Broadway musi- 
cal, to Harry Warren's music 
has Its production supervised 
by Mark Bramble (40282840). Cha- 
inlet. 

Brussels 

Moanaie Opera in Hans Zander's 


Stephen Climax, conducted by 
Sylvain CambreUng and staged 
by Peter Mussbach. ThOfttre 
Royal de la Monnaie. 

Amsterdam 

The National Ballet on tour with 
Under mg Feet (Van Dantzig/ 
Schat). Pyrrhic Dances n (Van 
Schayk) and anew ballet by Jan 
Linkeos. (Tue, Tfaur). The Hague, 
AT&T Daastheater <360 4930). 

Diirrplowa 

Gran Teatre del Licen. Roberto 
Deoereux. Ends Nov 10. 

Genoa 

BeEUnl’s La Sonnambula tn the 
production by Mattia Testi for 
the Fenice in Venice, with 
Ludana Serra, Pietro Baflo and 
Carlo Strlull, conducted by 
Eugene Konn (589339). Teatro 
Margherita- 

MBan 

Rudolf Nureyev’s production 
of The Nutcracker, for which be 
has redone the choreography, 
with Anita Magyari and Oliver 
Matz alternating with Isabel Sea- 
bra and Zoltan SoLymosl in the 
leading roles, conducted by 
Armando Gatto (809120). Teatro 
Alla Scala. 

Hamburg 

Die Zauberfltle is sung by 
Amanda Halgrlmson. Dawn 
Upshaw, Kurt Moll and Robert 
GambilL Tarmh&user has a 
first-rate cast led by Linda Plecti, 
Li via Budai. Kurt Moll, Guenter 
Neumann and Andreas Schmidt. 
Romeo et Juliet has John Neu- 


Cologne 

Orfeo erf Euridke features Kath- 
leen Kuhlmann, Jung Ae Lee 
and Machibo Obata. Lafirua 
giardmiem brings Teresa Ringb- 
ofcs, John la Pierre, Janice Hall 
and Jane Bunell together. 


Frankfiat 

La Bohime In Volker Scfaloen- 
dorfTs impressive production 
has Ehane Coelho as Mimi, HUd- 
egard Heicbele as Musette, Ale- 
jandro Ramirez as Rodolfo and 
Alberto Rinaldi as Marcello. The 
new controversial Aufstieg vnd 
Fall der Stadt Mahagormy by 
Kurt Wefil wifi be conducted 
by Steven Sloane. Le Nosx d£ 
Figaro returns. 

Bonn 

Youri Vamos’ ballet Schwanensee 
will have its premiere this week. 
Hans Sotin. accompanied by HeL 
mut Deutsch. perform Schubert’s 
Die Wmterretse. 

Munich 

Adriana Lecouoreur is well con- 
ducted by Claudio Abbado. Die 
Zaubafldte Is of respectable stan- 
dard with He lien Kwon as Queen 
of the Night. Onegin was choreo- 
graphed by John Cranko. Die 
agyptische Helena stars Gwyneth 
Jones, Frances Lucey. Wolfgang 
Neumann and Hans Guenter 
Noecker. 

New York 

Metropolitan Opera. James Lev- 
ine conducts Arvtn Brown's pro- 
duction of Porgy and Bess with 


Mahagonny 


FRANKFURT CITY OPERA 

Until the opera house reopens 
next April, Frankfurt has to 
make do with just one new pro- 
duction this season - The Rise 
and Fall of the City of Maha- 
gonny. In January the com- 
pany finally leaves the Schaus- 
pielhaus (where it has been 
housed since the opera house 
fire three years ago), and will 
lead a nomad's life for two 
months. Mahagormy illustrates 
bow tbe Frankfurt ensemble 
has made a virtue of necessity, 
tailoring its repertoire to the 
fiat acoustics and limited stag- 
ing possibilities of its tempo- 
rary home. 

In Germany Mahagormy has 
always been so intimately asso- 
ciated with the theatre of 
Brecht that it is disconcerting 
to come across an anti-Brecht 
production of the work. The 
Israeli director Arie Zinger, 
who is no stranger to the Ger- 
man spoken theatre, strips 
away all trace of Brechtian 
exaggeration and Verfremdung, 
on the assumption that Maha- 
gonny is provocative enough 
on its own terms. The acting is 
refreshing natural, with a 
series of original character 
sketches and strong ensemble 
work. But the text is deprived 
of its satirical bite, and is fur- 


ther compromised by the loud 
orchestral playing under 
Steven Sloane. . 

Zinger clearly appreciates 
the irony of performing Maha- 
gonny in Gennanys’s business 
capital and treats it as a light- 
hearted parable of Frankfurt s 
post-war development. The 
opening sequence takes place 
on a landscape flattened by 
wartime destruction, peopled 
by a generation of homely girls 
hoping to make good. The set- 
ting then hops to the main 
floor of the Frankfort stock 
exchange, looking out on a 
skyline of high-rise banks. Beg- 
bick is no Mother Courage fig- 
ure, but a glamorous manage- 
rial trouble-shooter and 
hard-nosed madam; the girls 
double as beautiful careerists 
and high-class whores, the cho- 
rus (voc all y undernourished) 
are a mixture of business- 
suited speculators and consum- 
ers. In an environment where 
buying power is the only quali- 
fication, sexual relationships 
become another form of 
futures trading, with just as 

many pitfalls. 

The design team of Peter 
Paul, Uta Fink and Yoshio 
Yahara have had fun decorai- 


screens, cordless telephones 
and a giant electronic informa- 
tion board, which illustrates 
the passage of the storm. These 
and other gimmicks look good, 
but their impact quickly fades. 
The production is too depen- 
dent on its visual surround- 
ings, and is increasingly forced 
to faD back on the endless vari- 
ety of Weill's catchy tunes. . 

Glenys Linos dominated tbe 
proceedings with a smart, pun- 
gent Begbick. Michal Shamir's 
easy-going Jenny, slender tn 
tone and figure, made the Ala- 
bama song linger in the mem- 
ory long after the performance 
- she has just the right cool 
smoky allure for the part. WB- 
liam Pell’s Jimmy, a Jack 
Nicholson figure run amt* in a 
German bank, sang and acted 
powerfully, and was unexpect- 
edly moving in his farewell 
scene. Yaron Wmdmuller, a 
twttchy sfightly-roimd-the-beod 
Trinity Moses, and Brian Jan- 
hiainen, a muscular Finnish- 
American bass in the part of 
Alaska Wolf and Joe, suggested 
that for all its recent difficul- 
ties, the Frankfurt Opera con- 
tinues to attract highly tal- 
ented young singer-actors. 

Andrew Oak 


Sinfonietta Voices 


QUEEN ELIZABETH HALL 

This was a mild little concert 
on Sunday - and shrinking, 
too, in the manner of Haydn’s 
“Farewell” Symphony. As the 
programme went on the forces 
dwindled from sixteen London 
Sinfonietta Voices to eight, and 
finally to one soprano with 
flute, and one flute with 
soprano, self-effacing piano 
and quiet tam-tams. In retro- 
spect, the opening a cappetla 
piece seemed to have been on 
an epic scale. 

That was Mark-Anthony 
Tumage’s One Hand in Brook- 
lyn Heights . on a characteristi- 
cally rough text by Steven Ber- 
koff. In this performance, well 
sustained but well-mannered to 
a fault, the ingenuity of the 
vocal writing ~ dense, tooth- 
some duster-chords, bursts of 
speech over singing, contrasted 
solos and duets jack-knifed 
neatly in - was more impres- 
sive than any dramatic vio- 
lence. There is plenty of that in 
Berkoff’s furious urban vision, 
but it barely surfaced here in 
tbe music as conducted by 
Terry Edwards. As usual the 
Sinfonietta Voices were 
superbly matched, and their 


timing phenomenally secure. 
Do they all have perfect pitch? 

Jonathan Lloyd’s new Reve- 
lation demanded no less, and 
indeed still more from the indi- 
vidual singers, since it 
employed only eight of them. It 
is not wholly “new", for it 
derives from his Third Sym- 
phony of three years ago; and 
it trails its symphonic coat 
quite plainly, in its interlocked 
motivic writing and its clear 
symphonic sequence - a broad 
first movement, then a slow 
meditation overtaken by a 
scherzo, and a swift Allegro 
finale. A single verse from SL 
John supplies the words, end- 
lessly deconstructed and re- 
tinted. The vocal octet often 
has to carry a considerable 
contrapuntal burden, which a 
more resonant acoustic would 
have enhanced. What we heard 
was an interesting fine-line 
sketch, with only hints of the 
expansive impact that Lloyd 
must intend. 

The minimalist Timln Sary’s 
unlikely Magnificat proved to 
be a small triumph of simplic- 
ity. While the Ante (Sebastian 
Bell, tireless) spins out chains 


of bright; GJass-y formulae in 
quick even-notes, regularly mu) 
subtly altered, the soprano 
(Judith Rees, charming* 
matches him with the Latin 
Magnificat text - often in mir- 
ror-image, but with extra 
pauses for welcome breath. 
The piece fulfils Its plan and 
its length with perfect preci- 
sion. 

Henryk Gdrecki’s Good 
Night is yet another in memo- 
riant for Michael Vyner, the 
Sinfonletta’s late artistic direc- 
tor. ft is pure meditation, three 
very slow movements without 
argumentative pretensions. 
The vox humana of an alto 
flute measures stepwise pat- 
terns within a narrow range, 
discreetly reinforced by the 
piano, until a soprano (Nicole 
Tibbels, just right) joins them 
to dream over a fragment of 
Horatio’s farewell to Hamlet - 
"Good night . . . flights of 
angels ...” — and the tam- 
tams provide a stately, sono- 
rous interlude. Lovely sounds 

that echo in the mind; nnHitng 

more to add. 

David Murray 


* 
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The Mask of Time 


ROYAL FESTIVAL HALL 

Sir Michael Tippett has never 
lacked ambition, hi his Third 
Symphony he threw down the 
gauntlet to Beethoven and his 
Ninth Symphony. Elsewhere 
he has taken on Eliot. 
Shakespeare, even Western 
culture itself, and usually 
come out smiling. 

In The Mask of Time , his 
latest, grand-scale choral work, 
he sets his sights 
characteristically high, 
striving for what he -calls “the 
transcendental” in an 
all-embracing. eclectic 
exploration of human 
experience. 

The range of cultural 
reference this involves is as 
astonishing as it is perplexing: 
Shelley jostles with Rilke, 
Shiva with the I-Ching, and the 
score and text teem with 
half-quotations from Handel, 
Haydn, Dow land and more 
besides. Whether or not the 
references are perceived, even 
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less understood, is perhaps not 
as important as the 
acknowledgement that they 
operate on a metaphorical 
leveL 

Any attempt to decipher the 
overt meaning in the text is a 
struggle, hi tbe first place, it 
hovers on the borders of 
intelligibility. Second, tbe 
composer seems deliberately to 
enhance the obscurity by 
playing off one text against 
another, or by causing his 
vocalists to descant or ululate 
in a vaguely onomatopoeic way 
rather than declaim in the 
normal manner. Tippett’s word 
setting is a celebration of 
feeling rather than of sense or 
reason. 

Three of the four soloists in 
Saturday night’s performance 
with tbe BBC Symphony 
Orchestra under Andrew Davis 
have been associated with the 
work since its European 
premiere in 1984: Faye 
Robinson, Felicity Palmer and 
John Cheek sound as much at 
home with their idiosyncratic 


vocal parts as anyone has a 
right to expert, Ms Robinson 
taking up the moving lament 
“Hiroshima, mon amour", the 
text taken from poetry by 
Anna Akhmatova, with 
particularly eloquent 

Simplicity. 

The fourth soloist, Robert 
Tear, tackles his role, the most 
taxing of all, with spirit and 
style, perhaps acknowledging 
that the struggle it entails is 
an apt metaphor of 
transcendance. All praise, too, 
to the BBC Singers and BBC 
Chorus, trained by Stephen 
Jackson, who despatched their 
parts In virtuoso, often 
thriilingiy dramatic, manner. 

Andrew Davis’s sure 
handling of tbe score did full 
justice to the numinous 
moments, such as the third 
instrumental prelude of “Miller 
of Whitening light”, when the 
potency of Tippett’s 
imagination momentarily 
overcomes all resistance. 

Barry Millington 




Inside Stories 


Priscilla Baskervlile. Marvis Mar- 
tin and Terry Cook. James Lev- 
foe also conducts Piero Paggion- 
i’s production of On Balia in 
Maschera with Aprils Millo, 
LucJen Pavarotti and Juan Pons. 
Boris Godunov, conducted by 
Yevgeny Svetlannv, features Ste- 
fan i a Toczyska, Gary Lakes and 
John Shirley -Quirk in August 
Everding’s production. (362 GOOD). 
New York City Opera. John Leh- 
meyer's production of Martha. 
conducted by Arthur Fagen. fea- 
tures Sheryl Woods as Lady Har- 
riet Durham, Martin Thompson 
as Lionel and Dean Peterson as 
Plunkett. The week also includes 
Scott Ellis’s production of Sond- 
heim's A Little Night Music. New 
York State Theater, Lincoln Cen- 
ter (870 5570). 


Washington 

Washington Opera. The com- 
pany’s 35th season opens with 
Maria Ewing as Salome, in Peter 
Hall’s production conducted by 
Gerald Schwarz. Opera House, 
Kennedy Center (416 TWO). 


Chicago 

Lyrtc Opera. Frank. Galati directs 
Argeoto’s The Voyage of Edgar 
Allan Poe. Christopher Keene 
conducts Donald Kaasch as Poe, 
Winifred Faix Brown as his wife 
and Richard Stilwell as Poe's 
nemesis Griswold. Harold 
Prince's production of The Girl 
of the Golden West continues, 
conducted by Bruno Bartoletti. 
with Marilyn Zchau as Minnie 
and PJacido Domingo as Dick 
Johnson . Civic Opera House 
(332 2244). 


COCKPIT THEATRE, NWS 

One's first impulse, on arrival 
at the half decorated. 90 per 
cent deserted bunker that com- 
prises the Cockpit, is to ask 
what a good actress like 
FeneDa Fielding is doing in a 
place like this. The answer 
becomes clear the moment she 
gathers up her mouth, narrows 
her eyes and embarks on the 
monologue of Margaret in 
Venetian Gold, the second part 
of this double bill by James 
Hogan. 

The term monologue is not 
strictly accurate, since Mar- 
garet is accompanied on stage 
by her husband (Philip Lowrle, 
who also directs) whose job is 
to remain mute but for the odd 
truncated protest while pres- 
enting a back view of such 
opaque ordinariness as to 
detract nothing from the glare 
of his wife’s eccentricity. 

Sitting at a table, a cacoph- 
ony of make-up smudges 
beneath a black wig that nes- 
tles on her head like a crippled 
bat, Margaret waits for the 
ambulance to take her to hos- 
pital. As she waits she talks, 
with tbe mad coherence of a 
woman who has lingered on 
t he e dge of the abyss, looking 
down. 

She is by turns pathetic, 
funny and infuriating, with 
insights about Venetian art 
and tbe nature of spirituality 
that jostle comically with her 


insults to her husband. 
Hogan’s writing has moments 
of extraordinary delicacy: one 
minute she is berating her 
spouse as "parson's nose chew- 
er-up and spitter outer”; the 
next, she betrays herself to an 
oblique, and exquisitely pain- 
ful, admission that she loves 
him. 

This is writing that lives 
through performance, and 
Fielding does not so much 
speak as play the lines with an 
orchestration of face, manner- 
ism and voice that is enti r ely 
gripping. 

Stephen Stenning, in the 
first piece. Rough Diamond, 
plays another sort of insider - 
a young thug, allowed out of 
jafi for a day to visit his dying 
father, whose prejudices are 
fanned into compassion by the 
discovery of a black wino in 
his home. Stenning. razor »hin 
and with a top lip drawn back 
from bis teeth like the jaw of a 
mad dog, captures the trajec- 
tory from snarl to whimper but 
does not quite have Fielding's 
power, nor, to be fair, her 
material. 

It will be interesting to see 
how they work together in 
Hogan s Trotsky and Our 
Ernie, which opens here on 
November 19 

Claire Armitstead 
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A case of 
midterm blues 


T he Bush administra- 
tion is increasingly 
worried about internal 
developments in the 
Soviet Union. In contrast with 
the public praise for Moscow’s 
cooperation in the Gulf crisis 
and talk of a new world order, 
senior US officials are pri- 
vately concerned about its 
growing economic ami political 
problems - echoing the wor- 
ries now expressed by Presi- 
dent Mikhail Gorbachev’s 
advisers. 

This is what Mr James 
Baker, the US Secretary of 
State, who arrives in Moscow 
tomorrow, calls the “other, dar- 
ker side of the Soviet revolu- 
tion". Thera is no sense of 
pani c in Washington yet, but 
US pottcymakers are worried 
about possible disruption this 
winter. Preparations are even 
being made to snpply emer- 
gency food and medical aid, on 
humanitarian grounds. 
Instability in the Soviet 
Union does not affect just US/ 
Soviet relations. It could 
spread to the new democracies 
of eastern Europe, which could 
threaten what Washington sees 
as the west’s strategic gain of 
the past 18 months with the 
disintegration of communism 
across the former Soviet bloc. 

The US view of President 
Gorbachev has changed radi- 
cally since the initial hesita- 
tion when President George 
Bush took office in January 
1389. Mr Gorbachev is “for 
real", the administration 
agrees, while doubting whether 
the goals of perestroika are 
achievable - and Mr Gorba- 
chev is no longer lionised in 
Washington as once he was. 

President Bush has not been 
deflected by these donhts. 
Instead, the US has sought to 
exploit Mr Gorbachev’s desire, 
and need, to cooperate. Led by 
Mr Baker, a deal-maker by 
nature, the administration 
shifted to seeking “points of 
mutual advantage”. These 
have ranged from arms control 
via increasingly frequent con- 
tacts at all levels, to economic 
cooperation. 

The internal upheavals In 
the Soviet Union signal a new 
stage in relations. As Mr Baker 
recently acknowledged: “The 
danger is that the breakdown 
o f the o ld Stalinist system will 
outstrip the development of a 
new system - one built on 
universal democratic values 
and tite rule of law. The hope 
is that devolution of political 
authority and decentralisation 
of economic power will prevail 
over deterioration and decay." 

The west has already begun 
considering whether and how 
it can assist Soviet reform. The 
Group of Seven hwding indus- 
trial countries have set up a 
special study into the Soviet 
economy. But basic statistical 
information is inciting; so it is 
hard to know what Is 
The danger is that the Soviet 
economy will splinter into sev- 
eral separate markets, even 
with customs barriers between 
individual republics with their 
own currencies. Mr Michel 
Camdessus, manag in g director 
of the International Monetary 
Fund, which leads the study, 
has stressed the need for 
proper management “with all 
the necessary instruments for 
monetary policy and macro- 
economic management". 

The final report, due by the 
end of tiiis year, is not expec- 
ted to offer a blueprint of the 
kind being debated in Moscow. 
Instead, it is likely to present 
options as to bow the west can 
help. 


IT IS the exception, not the 
role, that midterm congressio- 
nal elections in the United 
States matter a lot. This last 
happened, incontrovertibly, in 
1974, the year of the Watergate 
denouement, when a new gen- 
eration of mostly Democratic 
politicians swept in, shortly to 
overturn the established order 
of seniority of the legislative 
branch. But, in retrospect, 
even that tidal wave was as a 
ripple compared with political 
and ideological Import of the 
Reagan revolution. 

Three short months ago, the 
rule, not tire exception, seemed 
applicable to the elections tak- 
ing place today. President 
George Bush’s general popular- 
ity looked likely to minimis e 
the losses usually incurred by 
the party of a first-term presi- 
dent It was even considered 
just possible that bis Republi- 
can party might, if it got every 
break, regain control of the 
Senate. The real game, it was 
assumed, would not be played 
until 1992. 

That judgment is less certain 
now. The budget fiasco in Con- 
gress, equivocal American sup- 
port for the international effort 
in the Gulf and a looming 
recession have all combined to 
increase public disenchant- 
ment with the quality of gov- 
ernment, from the president to 
the elected representatives on 
Capitol Hill and in state houses 
around the nation. The ques- 
tion now Is not so much who 
wins, but who loses. 

Increasingly remote 
The conventional answer is 
Mr Bush himself and. to a 
degree, the Republican party, 
from which, to judge by the 
number of candidates who do 
want to be associated with 
him, he is increasingly remote. 
At worst, he might lose his 
veto power over Congress. This 
was not a khaki campaign but 
he is unlikely to be given a 
mandate to do what he wants 
in the Gulf, even if he knows 
what that is, and it is probably 
the case that a frustrated, dis- 
appointed president may be 
tempted to overcompensate. It 
is likely that the next Congress 
will be still more protectionist, 
which will matter if ever a 
Gatt agreement is presented 
for ratification. 

Not that the Democratic 
party will necessarily be rub- 
bing its hands with anything 


other than relief on Wednesday 
morning. While there would be 
justifiable congratulations 
everywhere except in the 
covens of the far right if Mr 
Harvey Gantt, who is black, 
removes Senator Jesse Helms 
from office in North Carolina, 
those other Democrats making 
waves this year are not exactly 
doing so by pushing the party 
line, whatever that might be. 

Real losers 

The most visible of these is 
Mr John Sfiber, favoured to be 
next governor of Massachu- 
setts. He is either a sophisti- 
cated anti-politician, for whom 
the Democratic party Is merely 
a convenient home, or a pure 
populist, and, if he wins, he 
will be one of the most talked- 
about men in the country. The 
same cannot be said of those 
whom the party would like to 
see in the vanguard against Mr 
Bush in 1992. Messrs Cuomo, 
Bradley, Gore and Nunn have 
become Invisible in the cam- 
paign and a sense of what the 
Democrats stand for, and even 
against, remains obscure. 

The real losers In this are i 
the American public, addition- 
ally so this year because too 
many campaigns have been 
nasty, brutish and long: Mr SU- 
ber is one who may profit from 
this feeling of discontent which 
was exacerbated by the budget 
debacle. California, as ever, is 
going a stage Anther with a 
■referendum Hrwittng the terms 
of state representatives, if it 
passes, the infection could 
spread as rapidly as did the 
tax-cutting wave from Proposi- 
tion 13 back in 1978. 

There is little that is consti- 
tutionally wrong with the sys- 
tem. Throwing the incumbents 
out should be a preserve of the 
ballot box not a device 
enshrined in law for a long 
time by a prevailing mood of 
the moment. What is wrong 
with American politics is its 
practice, specifically the extent 
to which money is pervasive 
and supportive of the status 
quo. The budget bill and the 
savings and loans scandal dem- 
onstrate the extent to which 
wen-financed special interests 
have politicians in thrall awl 
in hock, it may be too much to 
expect a weak president and a 
divided congress to sacrifice 
the advantages of incumbency. 
But the American people might 
require this, one day. 


A difficult year 
for public pay 


WHERE PAY is concerned, the 
Confederation of British Indus- 
try would rather focus atten- 
tion on the mote in the gov- 
ernment’s eye than on the 
beam in its own. Thus, under 
the general rubric of “inflation- 
ary own goals" it complains, 
inter alia, about increases in 
public expenditure that reflect 
higher pay. 

The main problem with pub- 
lic pay Is quite different: the 
arbitrary and inefficient treat- 
ment of different groups. Mean- 
while, the average earnings 
growth of public sector 
employees has lagged behind 
that of the private sector in 8 
of the last 10 years. To try to 
curb inflation by restraining 
public sector pay increases 
would, therefore, further widen 
the gap between private and 
public sector earnings. 

It would be wrong for those 
public sector employees whose 
pay is not linked to average 
earnings, officially or other- 
wise, to pay the price of the 
government’s policy errors. 
This is particularly true when 
recruiting, retaining and moti- 
vating employees in the public 
sector have become more diffi- 
cult in many areas of public 
sector employment. 

Finding a rational way of 
setting pay in the public sector 
is difficult, for three unavoid- 
able reasons: first, the govern- 
ment does not face the same 
sort of budget constraint as do 
other employes, especially pri- 
vate employers, which means 
that its pay derisions tend to 
look arbitrary; second, the gov- 
ernment has both the tempta- 
tion and the means to meet its 
obligations by driving down 
the pay of those who worts for 
it; third, the government is 
also held responsible for the 
workings of the economy as a 
whole. In short, the govern- 
ment has multiple, and often 
conflicting responsibilities, to 
its employees, taxpayers, users 
of public services and national 
economic management 

Conflicting aims 

The present government has 
attempted both to cut spending 
and maintain services, at the 
expense of a consistent policy 
towards public sector pay. 
Some public sector groups 
have fared well over the past 
decade. The essential se rv ices 
— the police and the armed 
forces - have seen their pay 


index-linked to growth in aver- 
age earnings. Other high pro- 
file groups, such as nurses and 
doctors, have their pay set by 
independent review bodies, 
which have combined rough 
comparability with some sensi- 
tivity to local recruiting needs. 
Meanwhile, those workers who 
bargain collectively have lost 
out 


Low morale 

The inevitable result has 
been low morale and high turn- 
over in those areas that have 
fkred relatively badly. The 
average turnover rate for NHS 
ancillary staff averaged 44.6 
per cent in 1987-88. Since then 
wages of ancillary staff have 
f alle n farther. By 1989 an ancil- 
lary worker’s wages were only 
60 per cent of average male 
ma nua l earnings. 

A more coherent approach to 
public sector pay is needed, 
even if a perfect one can never 
be found. One approach might 
be to distinguish services 
where free collective bargain- 
ing is desirable from those 
where it is not, and services 
where further decentralisation 
(and, at the limit, privatisa- 
tion) is possible from those 
where it is not. 

Where the government is the 
sole employer, collective bar- , 
gaining is unbalanced. Often it 
will be undesirable. A strong j 
case can then be made for reh- 
ance on independent review 
bodies, normally in return for 
limitations on the right to 
strike. These bodies would be 
required to mainta i n rough 
earnings comparability with 
private sector workers with 
«milar skills, whilst respond- 
ing folly to the needs of local 
recruitment and retention. 
Comparability would be an 
inescapable element in pay, 
because a deterioration is often 
a lead indicator of future 
recruiting problems, as Is evi- 
denced by the difficulties faced 
in attracting and retaining aca- 
demics in B ritish universities. 

It would be wrong for the 
government to focus public 
sector pay negotiations over 
the coming year on the need to 
speed disinflation. What is 
needed, instead, is a better 
structured system for dealing 
with public sector pay, one 
that neither allows the public 
to exploit its servants nor gives 
its servants an incentive to 
Inconvenience the public. 


Peter Riddell and Lionel 
Barber on US worries 
about Soviet break-up 

Vital signs 
just stable 




James Baker, toft, with Eduard Shevard n adze, warns that 
breakdown In the Sta Holst system may outstrip democracy 

EaCh industrial country will ring because this amounts I 
go Its own way with a varying what Mr Baker calls the “no 
blend of direct aid and advice, matinatton of Soviet society 


though there may be a sweet- 
ener of western support for a 
Soviet application to join the 
IMF and World Bank. US pol- 
icy until now has been publicly 
to encourage reform, but not to 
offer direct material aid. Con- 
gress - particularly conserva- 
tive Republicans - remains 
opposed to bailing out the old 
enemy. Legal constraints 
abound. Although the Bush/ 
Gorbachev summit in Wash- 
ington last June agreed to open 
up trade finks, tariffs will not 
be cut until passage of the 
long-debated Soviet laws free- 
ing emigration (though fears 
are now informally expressed 
about the effects of any sudden 
exodus of poor Soviet citizens). 

Instead, the administration 
likes to talk about proriding 
technical advice In problem 
areas such as transportation, 
food processing and energy — 
and it is worried about the 
Soviet’s inability to produce 
sufficient oil. 

Several senior US officials 
have visited Moscow this year 
to offer advice. The flow west- 
wards has been even greater. 
Delegations from Moscow and 
from provincial republics have 
arrived in search of the secrets 
of how the world’s largest capi- 
talist democracy functions. 

There is genuine enthusiasm 
in Washington about the cur- 
rent Soviet debates over pri- 
vate property and market pri- 


cing because this amounts to 
what Mr Baker calls the “nor- 
malisation of Soviet society”. 
But this is tempered by doubts 
about whether the idealism of 
Soviet reformers is matched by 
a realistic understanding of 
what is involved. 

More Immediate are threats 
to stability. One senior US offi- 
cial wondered, “how chaotic 
will the Soviet economy be 
over the next six months". 
Another senior policymaker 
raised the danger of strikes 
this winter in key industries 
such as mining and railways. 

Parallel fears exist about 
what may happen in January 
when the Soviet Union 
switches to selling energy at 
market prices to its former 
Comecon partners in eastern 
Europe. Washington has urged 
Moscow to exercise restraint in 
the transition for fear of dis- 
rupting the process of reform. 
Mr Bush recently urged the 
IMF to provide up to $5bn 
extra for eastern Europe to 
soften the impact of higher oil 
prices. 

German leaders have already 
talked about providing “disas- 
ter relief" for the Soviet Union 
and similar plans are being 
drawn up in Washington. US 
officials are examining 
whether there are legal barri- 
ers to supplying humanitarian 
aid. One commented: “The big 
unknown is: how much will 
the Soviet people endure?” 

This gloom does not mean 
that Washington is any less 


keen on doing deals with the 
current Moscow leadership. Mr 
Baker and Mr Eduard Shevard- 
nadze, the Soviet foreign minis- 
ter, recently wrapped up a con- 
ventional weapons treaty 
which will lead to substantial 
reductions in tanks, artillery, 
aircraft and similar military 
equipment in Europe, espe- 
cially on the Soviet side. This 
is the foundation for the future 
security system for a Europe 
no longer militarily dominated 
by the two superpow e r s . 

Perhaps the most important 
signs of greater collaboration 
and trust are joint efforts to 
resolve previously explosive 
regional conflicts in central 
America, Angola, Afghanistan 
anrf Cambodia. 

Iraq’s invasion of Kuwait has 
taken this co-operation a stage 
further, first in the United 
Nations Security Council. The 
support of the Soviet Union, 
with its veto power, has been 
crucial to the success of step- 
ping up sanctions against 
Ra ghriaH. President Bush has 
consulted Mr Gorbachev on 
each step. 

In practice, the US has 
sought to co-opt the Soviet 
Union to its strategy, recognis- 
ing, however, that Moscow has 
been a long-standing ally and 
military supplier to the Iraqi 
regime. Yet there are differ- 
ences about when, and 
whether, military force should 
be used. When Mr Yevegeny 
Primakov, a senior Soviet 
envoy, talked about “political 
solutions” during his recent 
shuttle diplomacy, he was 
received politely in Washing- 
ton, but was told that the US , 
was not Interested In anything 
short of complete Iraqi with- 
drawal from Kuwait. 

The thrust of US/Soriet rela- 
tions remains cordial and posi- 
tive - developing towards 
what Mr Baker has called “con- 
tinuous, even lasting coopera- 
tion (virtually on a day-today 
basis), not just intermittent or 
episodic agreements”. 

The Bush administration is 
deliberately treating the Soviet 
leaders as if they were still 
running a superpower. Negoti- 
ations continue to be con- 
ducted on a bloc to bloc basis. 
After an, the Soviet Union still 
has a vast nuclear arsenal 
aimed at the US. This approach 
makes sound psychological 
and political sense given the 
sensibilities of Soviet leaders, 
and especially generals, about 
their loss of empire. 

US officials recognise that 
the Soviet government is no 
longer monolithic. In the past 
few months the Bush admin- 
istration has begun to expand 
contacts with leaders of indi- 
vidual republics and cities. A 
year ago Mr Boris Yeltsin was 
privately derided in Washing- 
ton as a communist maverick. 
Now, in his new incarnation as 
non-communist president of 
the Russian republic, US offi- 
cials take him more seriously. 

So, the US is treating the 
Soviet Union like any other 
country where there are many 
views and several power cen- 
tres. But, officials ask, when 
does decentralisation turn into 
disintegration? 

Many American conserva- 
tives argue that Washington 
should sit back and watch the 
Soviet Union fall apart. Mr 
Bush disagrees. He believes it 
is better to support the Soviet 
leadership in its reform efforts 
because the greatest enemy for 
both countries is instability. 
Mr Bush is still staking a lot 
on the survival of Mr Gorba- 
chev. 


Howe’s worth 
in the City 

■ These are lean times for City 
headhunters. 

Which must explain why 
J onatha n Wren, the City 
recru itmen t consultancy, was 
so quick to put out an assess- 
ment yesterday at what Sir 
Geoffrey Howe could expect 
to be paid now that he has sud- 


became available. 

The consultancy says that 
Sir Geoffrey “has become the 
prime candidate for a top job 
in the City. win m an a gemen t 
experience in the two largest 
departments of state makes 
trim the best qualified politi- 
cian to leave government In 
the last decade.” 

Since June this year average 
salaries being dangled before 
prospective candidates by City 
companies for new recruits 
have increased by only L3 per 
cent That works out at less 
than 4 per cent a year. Mean- 
while, increasing numbers of 
more expensive employees 
have entered the City jobs mar- 
ket - many because of redun- 
dancy or the threat of it. The 
Square Mile is not exactly a 
jobseeker's market at the 
moment 

However, Sir Geoffrey Howe 
Is a special case. Wren 
describes him as “an irresist- 
ible catch for any vacant 
chair”, and says he can expect 
to command £250,000 a year 
basic, with total earnings 
approaching Elm in a good 
year. 

With inducements like that 
being dangled before fliere 
Margaret Thatcher wil have 
to engender remarkable quali- 
tiesof loyalty to retain any , 
members of her Cabinet at alL 


Seasonal bird 

■ Have you ever thought of 
giving a wild swan, a goose, 

nr a flaming o, as a fihrtafctnim 
present? 

The idea of offering such 
fowl live - rather than stuffed, 
trussed, and roasted, in the 


Observer 


traditional seasonal way - 
is bring promoted by the Wild- 
fowl and Wetlands Trust at 
Slimbridge, Gloucestershire. 

For £20 a year a sponsor can 
now adopt a migrating Bewick 
swan, which arrives every whi- 
ter from the Siberian breeding 
grounds 2,000 miles away. You 
will also get a portrait and a 
personal history of the bird, 
along with vouchers for free 
visits to the trust’s centres. 

For those with more modest 
budgets, there is a slMing scale 
of adoptable fowls - £15 for 
a resident Nene or a flamingo, 
£12 for a migrating goose, and 
28 for a travelling duck. 


Entrance fee 

■ Among the less well known 
travel tips of our time must 
be the fact that if you are Brit- 
ish and visiting Turkey it is 
as well to make sure that you 
have got a five pound note on 
you when you arrive. 

Far the past year, Britons, 
unlike nationals of all other 
Western countries, have had 
to pay a fiver for an on-the-spot 
visa when they enter Turkey. 
The visa was introduced as 
a riposte to Britain’s derision 
to require visas from Turks 
entering Britain, in a bid to 
halt the swelling number of 

illegal immigrants 

What exasperated Turkish 
officialdom was that Britain, 
unlike France and Germany, 
was not willing to allow hold- 
ers of Turkish official pass- 
ports to enter without visas, 
hence the sanctions. 

The way they work however 
may be even more irksome 
than the Turkish authorities 
originally intended. Passengers 
arriving on BA’s flight from 
London the other day found 
the visa desk abandoned. 

After dutifully forming a 
queue they had to presaging 
Turkish airport officials to sell 
them visas. I 

Nor was the sale particularly i 
easy. An embarrassed clerk I 


OXFORD 

ENGLISH I 

QlCTtoURK* 



“Delete Squariel”. 

e x plained that he could only 
take £5 notes and could not 
offer any change, tho ugh he 
would issue two visas for £10. 


Science sell 

■ Sir John Fairclough is seek- 
ing new members for Cest, the 
exclusive club of 18 science- 
based British companies which 
set up this thlnktank - the Cen- 
tre for Exploitation erf Science 
and Technology - two years 
ago. Members include BP. IK. 
and Rolls-Royce. 

Unlike many London clubs, 
its worry is not money but a 
belief that its thinking needs 
to penetrate faster and deeper 
into British industry. He 
believes it’s “mere important 
for companies to build an Intel- 
lectual relationship with sci- 
ence than to donate money.” 

Fairclough, the govern- 
ment's former chief scientific 
adviser, has served on Cest's 
council since its inception. 

Now that he has handed the 
chief scientist rede over to pro- 
fessor Bill Stewart, be has been 
elected Cest’s new chairman. 
Cest started with two big objec- 
tives, Fairclough says - to 


set national priorities for 
exploitable science, and to 
identify what its 18 founder- 
companies wanted to do. 

In the second objective "I 
believe it has succeeded 
beyond my expectations, by 
an order of magnitude". But 
It has never really addressed 
the first objective. 

Fairclough is particularly 
eager for industry to took upon 
the new interest of government 
in environmental issues as a 
technical opportunity. 
Although It involves invest- 
ment, he says, “the irony is, 
it often leads to greater effi- 
ciency". 


Shirt fronts 

■ Bloomingdales, the New 
York department store, has . 
caught the retailer’s version 
of patriotic fever. 

It has begun advertising a 
Christmas gift package for the 
American men and women 
in the Persian Gulf. Friends, 
relatives, and well-wishers, 
can order the packages to send 
to specific soldiers, or to those 
chosen by the services. 

The package contains a set 
of games, popcorn, pretzels, 
fruit cake, and assorted other 
edible American gewgaws. 

While they are cosy remind- 
ers of home, two other items 
are clearly intended to boost 
troop morale. The package 
includes a bright coloured cap 
emblazoned with "Home of 
the Brave*, and a sweatshirt 
sprinkled with phrases from 
the World War Two hero Gen- 
eral George Patton. 

AQ that for just 660. 


Foresight 
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P unishm ent to 

fit the crime 

Alan Pike on a. bill to ease the 
UK’s growing prison population 

A cartoon in the current in the numbers S^*”*®**®* 
Police Federation jour- The prijjjg 
nal shows a Home around M.OOOin 19M, ha. 


A cartoon In the current 
Police Federation jour- 
nal shows a Home 
Office notice on a courtroom 
wall: “The passing of prison 
sentences in these premises is 
strictly prohibited.” 

This is one somewhat cyni- 
cal comment on government 
proposals, which will appear 
in a new Criminal Justice bill 
to be announced in tomorrow's 
Queen's Speech, to reduce the 
number of people sent to 


It is far from the only view- 
point, even from the police 
who are often presumed to 
take a hard line on punish- 
ment. A article in the 

same journal accepts that 
Britain’s prison population Is 
too high and that “many 
offenders are kept there 
because there is no other way, 

! at present, of dealing with 
I them.” 

The debate about crime and 
< punishment promises to be 
one of the star attracti ons of 
the forthcoming p arliament ary 
session. Hr David Wadding- 
ton, the most hard-line of Mrs 
Margaret Thatcher's home sec- 
retaries, finds himself respon- 
sible for promoting an Inher- 
ited package of proposals 
which is liberal in conception. 

He might have wished for a 
better moment at which to 
argue with some of bis own 
su pp o rters for a more sparing 
use of prison. The latest crime 
figures are the worst on 
record, with reported offences 
in the second quarter of this 
year 17 per cent higher than 
for the same period last year. 

By international standards, 
there is plenty of scope for 
reducing the prison popula- 
tion. Britain is high on the 
west European league for the 
proportion erf offenders sent to 
jail. Many prisoners, particu- 
larly those confined In Victo- 
rian prisons, serve their tinw 
In conditions far worse than 
when these institutions were 
buffi. 

A chance sequence of events 
has ensured that the state of 
Britain’s prisons - as well as 
Hie question of who needs to 
be held in them - win be a 
live issue at the «*mt» thw as 
the debate on the Criminal 
Justice ML 

An inquiry set up by the 
government under Lord Jus- 
tice Woolf after the dots at 
Strange ways Prison, Manches- 
ter, and elsewhere in the 
spring has developed Into a 
wide-ranging examination of 
the prison system. 

The Woolf inquiry’s report 
Is expected early in the new 
year, when the bill will be 
before parliament. It may rec- 
ommend the introduction of a 
minimum code of standards 
for prisoners, covering issues 
such as privacy, hygiene, 
training aim recreation. 

A bill of lights for prisoners 
would be a significant step for- 
ward and welcomed by prison 
staff as much as by inmates. 
Its Implementation within any 
reasonable timescale would, 
however, require a reduction 


in the numbers held in jails. 

The prison population, 
around 50,000 in 1088, has 
declined by about 9 per cent 
dozing the past 18 months. 
But Home Office projections of 
an increase of 14,000 in the 
number of prisoners by 19 97 
axe used to justify the continu- 
ation of a £lbn prison building 
programme. Prison reform - 
organisations reject these pro- 
jections and say the govern s, 
ment si» n"id switch resources . 
from building new prisms to 
modernising old raws. 

The twin principles oi the 
forthcoming triD - strict sen- 
tences for those who really 
must be in prison, alte rnati ve, : 
non -custodial punishments in 
the community for those who 
do not - might appear to sup- 
port this argument. There is a 
risk, however, that th e govurn - 
mwi fs proposals for couimuid- 
ty-based penalties will make 

little difference to the total 
prison population. 

A menu of community-based 
alternatives to pri son w ill be 
available to the courts when 
the bill becomes law. These 
will include curfew o rders , 
community service and atten- 
dance at day centre s for less 
serious, non-violent criminals. 

British judges and magis- 
trates, however, may use the 
new community penalties: 
mainly as an alternative to 
fines or probation for people 
who would not have gone to 
prison anyway. Some of those 
sentenced to community-based 
punishments will breach the 
terms of their orders and fin- 
ish up behind bars. New parole 
arrangements mean that pris- 
oners will in future have to 
serve at least half their sen- 
tences before release, rather 
than one-third. And the gov- 
ernment is co mbining its plann 
for keeping lessor offenders 
out of jail with longer sen- 
tences for those who commit 
really serious crimes. 

Adding all these factors 
together, it is probable that 
the proposals in the MU will 
cut the prison population by 
hundreds rather than thou- 
sands - the most perverse 
possibility is that prison num- 
bers could even increase. 

The desire to avoid jailing 
people unnecessarily is sup- 
ports by organisations 
involved with the prison ser- 
vice. One of the strongest 
arguments against Hogging by 
an earlier generation of penal 
re for mer s was the lack of evi- 
dence that it deterred future 
errant behaviour. The same 
can be said about the effect of 
overcrowded prison life on 
young; often socially-deprived, 
petty offenders. 

“There is a dear link 
between offending and social 
deprivation,” Hr John Rob- 
erts, chairman of the National 
Association of Probation Offi- 
cers, said last week. “To 
believe that all those who com- 
mit crime are bad people who 
will reform if punished is a 
belief so far removed from 
reality as to belong to the 
world of fantasy,” 


TODAY 

14 YEARS AGO. 

YOU 
REMEMBER? 

Girl bites dog. Da Erkens is attacked by two 
dogs and escapes by biting one of them on the nose. 
Her condition today in hospital is described by 
Alaskan police as ‘fair! c ^ 

Virginia Wade beats Chris Evert 6-2 6-2. The 
Telegraph reports that ‘Miss Wade, 31, played the 
sort of dream game she has often threatened but 
all too often failed to achieve? 

The BBC screens ‘Rosemary’s Baby 1 and 
Mrs Mary Whitehouse complains that ‘through the 
early hours of the morning I received calls from 
men who were too sick and angry to sleep.' 

At the Knockando distillery, another ‘Season 
of Distillation 1 begins. The pure, natural spirit is 
poured into oak casks where it slumbers unmo- 
lested until the day it is deemed fit to be bottled, 
twelve or mare years from hence. 

Both dates are recorded on the label. The 
difference between the two is the age of Speyside’s 
most singular, single malt whisky 


s***y*r6 ‘horn^o 


■ It is not In the same league 
as the sign on the New York 
subway which counsels: “Are 
you illiterate? Call this num- 
ber.” 

But the National Health Ser- 
vice prescription from the opti- 
cian had me squinting for a 
moment or two when it asked: 
“Please read the back of the 
form before you buy your 
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Letters 

Information technology: a challenge 
lor the European Commission 

ZVnm ML A n 


ifri4.fi. Cleaner. 

Sir, The analysis in' your edt 
J®™ 1 £52“ ( “ p °wer failure 
Sli£i££? 5i1 ’ Octob er 25) is an 
excellent summary of the 

shortcomings of past European 
Community policies for the 
intormation technology indui 
try and a valid prescription for 
the way forward. 

It is undoubtedly true that 
programmes aimed at subsidis- 
mg European champions” 
have done little to enhance the 
competitiveness of those pro- 
ducers or substantially contrib- 


ute to European capabilities in 
the development of key tech- 
nologies. The recent takeover 
of ICL by Fujitsu was signifl- 
cant in this context because it 
highlighted the reality of the 
industry today - that it is 
globally based and should be 
treated as such. 

Your suggestion that future 
policies should focus on the 
development of a vigorous and 
sophisticated market therefore 
makes good sense. It is only by 
ensuring open and lair compe- 
tition and a low regulatory pro- 


file that users can be guaran- 
teed the best internationally 
available products and services 
while the market operates at 
its optimum efficiency. 

I am sure that the European 
Commission has a significant 
role to play in achieving this 
and I would hope that it is pre- 
pared to accept the i»ft»npng*> 
A.B. Cleaver, 

chairman and chief executive, 
IBM United Kingdom, 

PO Box 41. 

North Harbour, 

Portsmouth, Hampshire 


N Carolina voters and the race issue 


From Mr Scott Pegg. 

Sir, As an American expatri- 
ate from Richmond, Virginia 
(who voted for Doug Wilder in 
1985 and 1968) I read with great 
interest Peter Riddell's article 
on the North Caro lina senato- 
rial election. (“Black candidate 
offers liberalism its greatest 
prize," October 30). Several 
points require comment. 

Mr Riddell states: “As so 
often in the south, it comes 
back to a question of race." It 
is true that race does play a 
large role in elections in the 
south. However, it is unfair to 
isolate the south in this way. A 
more accurate statement 
would be that race plays a role 
in the whole of the US, possi- 
bly even in the entire world. 

It is important to remember 
that Virginia is the only state 


to have elected a black gover- 
nor. On a state legislative level 
it is often felt that no pan 
compare to Mississippi in 
terms of both the quantity and 
quality of the black delegation. 

Mr Riddell also makes refer- 
ence to the possibility of white 
voters lying to pollsters. This 
issue receives undue attention. 

In the Virginia gubernatorial 
election, rather than emphasis- 
ing the truly monumental his- 
toric aspects of Mr Wilder's 
victory, commentators critic- 
ised Virginia voters because 
his margin of victory did not 
live op to the expectations of 
the pollsters. 

But perhaps the polls are not 
as reliable and accurate as we 
are led to believe. If white vot- 
ers do indeed lie to pollsters, so 
what? There is no law which 


says you must tell the truth to 
intrusive poll takers. 

Moreover, this lying can 
work the other way. There 
may be voters who quietly sup- 
port candidates like Mr Wilder 
or Mr Harvey Gantt but do not 
openly express this support 
because they do not want to 
offend some of their more con- 
servative neighbours. 

Whether Mr Gantt wins or 
loses in North Carolina it is 
important to remember that 
there are many issues 
involved. Race is far from the 
only issue and. indeed, it may 
not even be the most impor- 
tant There are many reasons 
to vote for or against Mr Jesse 
Helms that have nothing to do 
with Mr Gantt's race. 

Scott Pegg. 

Flat 83a, 6 Hall Road, NW8 


When Ofifa copied Pepin and pennies were silver 


From Mr M.R. Weale. 

Sir, Mrs Thatcher treats the 
issue of the pound sterling as 
one of sovereignty. Site may be 
unaware of its origins. 

Sir Albert Feavearyear, the 
historian of our currency, 
records that the silver penny, 
of which 240 were minted from 
oik pound of silver, was proba- 
bly Introduced by Ring Offa of 
Mercia around 775. Within 100 
years Emu (English Monetary 
Union) had spread this cur- 
rency throughout the Saxon 
kingdoms. 

At today’s price of silver, one 
pennyweight would be worth 
just over lOp, suggesting that 
the pound today is worth just 
over 4 per cent of its value rtf 
over a millennium ago. 

But the pound sterling in 
fact arrived through a sort of 



probably gave England, the 


same currency. Surely it would 
be a good idea feu the pound to 
depart in the same way as it 
came, through harmonisation 

with the rest qf Europe.. _ 

At least that may mean that 
the value of our currency holds 


up better in the next millenn- 
ium. 

M-R. Weale, 

Faculty of Economics 
and Politics, 

Austin Robinson Budding. 
U niv er sit y of Cambridge 


Time for UK to give a lead on trade marks 


From Messrs M.K. Padmore, 
WEL Caro and DM. Tatham , 

Sir, On r organisations have 
been greatly encouraged by the 
recent publication of the white 
paper on reform of trade mark 
law. This clearly illustrates the 
government's continuing com- 
mitment to improving the legal 
protection of intellectual prop- 
erty rights in the UK. 

What is now required is the 
early enactment of these pro- 
posals and it was disappointing 
that nothing was said to this 
effect at the Conservative 
party’s Bournemouth confer- 
ence, nor has any editorial 
comment referred to the possi- 
ble inclusion of a trade markB 
bill in the Queen's Speech. 

Whilst we appreciate the 
pressure on parliamentary 
time, our organisations, and 
others on the government’s 
standing advisory committee, 
were consulted in advance and 
our views are, for the most 


part, reflected in the white 
paper. So neither legislators 
nor the parliamentary time- 
table should be unduly taxed 
by a trade marks bUL 

Early legislation Is in any 
case an obligation under the 
European Community’s har- 
monisation directive of Decem- 
ber 21 1988. If the opportunity 
is taken to update British trade 
mark law at an early date, the 
-pattern which is set could 
influence the actions of other 
member states with conse- 
quent benefits for British 
industry and commerce. 

The white paper concedes 
that current British trade mark 
law is incompatible with the 
proposed Community trade 
mark system, so if the EC 
trade mark regulation comes 
into effect before British trade 
mark law has been updated, 
British industry and commerce 
will be placed at a serious dis- 
advantage vis-a-vis its compet- 


itors in other parts of the EC. 

The white paper forecasts 
ratification by the UK of the 
Madrid protocol permitting, for 
the first time, trade mark own- 
ers in a common law country 
to avail themselves of a system 
for the international registra- 
tion Of trade marks. This hag 
been hailed as one of the most 
significant developments since 
the UK enacted the first Trade 
Marks Registration Act in 1876 
and other countries are looking 
to the UK to give a lead. 

M.K. Padmore, 
president. 

Institute of Trade Mark Agents, 

WE. Caro, 

president. 

Chartered Institute of Patent 
Agents, 

DJL Tatham, 
president 

Trade Marks, Patents and 
Designs Federation, 

24 NiaU Close, 

Edgbaston, Birmingham 


A lesson from the Polly Peck debacle 


From Mr Peter Thompson. 

Sir, The Polly Feck debacle 
draws attention to one defi- 
ciency of published accounts 
which could easily be rectified. 
What is needed Is the modem 
equivalent of the old-fashioned 
parent company accounts. 

These might be called parent 
group accounts. The parent 
group profit and loss account 
would consolidate only those 


profits which could be remitted 
to the parent without any 
restraint of law, currency regu- 
lations or outside shareholders. 
For other subsidiaries only the 
dividends paid to the parent 
company would be included. 

The parent group balance 
sheet would consolidate only 
the assets of these subsidiaries, 
the other subsidiaries being 
treated as trade investments. 


but would include all liabilities 
for which the parent or any of 
the parent group companies, 
was ultimately liable. 

Publication of parent group 
accounts might have made 
apparent much earlier the frag- 
ile situation of Polly Peck and 
British & Commonwealth. 
Peter Thompson, 

The Pond House, 

13a Pond Road, SE3 


Independent 
schools and 
the Oxbridge 
connection 

From Mr S.W. Hockey. 

Sir. Peggy Hollinger's statis- 
tics ("The Oxbridge Connec- 
tion,” October 28) are mislead- 
ing. There are indeed "only 
about 7 per cent of British chil- 
dren in private education” bat 
this figure represents the per- 
centage taken across the whole 
of the school age range. No 
fewer than 20 per cent of the 
total GCE A-level candidates 
attend independent school 
sixth forms and the implica- 
tion that there are some seven 
times the number of ex-inde- 
pendent school children that 
there should be at Oxford and 
Cambridge is a distortion. 

That the proportion of 
A-level candidates In indepen- 
dent schools is 20 per cent of 
the whole cohort arises from a 
much higher staying on rate at 
16 per cent It is interesting to 
reflect whether this much bet- 
ter staying on rate is more a 
function of the expectations of 
school and parents than of the 
subject matter studied. 

There is much contemporary 
controversy about making 
A-levels, or AS-levels, more 
attractive to increase the stay- 
ing on rate In our sixth form 
and it has to be observed that 
the staying on rate in indepen- 
dent schools runs at a very 
high figure already well ahead 
of the government’s medium- 
term targets and three times 
that in the main tained sector. 

But even the greater staying 
on rate is not the conclusive 
statistic. To gnin admission to 
Cambridge, for example, usu- 
ally means attaining A-level 
grades of the order of AAA. 
Cambridge admissions tutors 
are surely making their offers 
on a strictly neutral basis and 
with independent school 
A-level candidates attaining 
the highest grades at A-level in 
greater proportions, and more 
consistently, than thwr main - 
tained sector counterparts, the 
43 per cent "success" rate is 
folly explained by better per- 
formance. 

SW. Hockey, 
headmaster, 

Christ College, 

Brecon, Powys 

The taxpayer’s 
duty free bill 

From Mr Shobhana Madhavan. 

Sir, Paul Ryan (Letters, Octo- 
ber 29) is right- Tbe system of 
duty-free shopping means that 
the taxpayer, in effect, subsid- 
ises the construction and oper- 
ation of airports, and pur- 
chases of liquor and tobacco by 
air travellers. 

The effects will be mitigated 
when duty-free sales are dis- 
continued for travel within the 
EC. However, this is a by-prod- 
uct of the abolition of frontier 
controls: it does not signify a 
recognition of the unfairness of 
existing arrangements. 

The system is a depressing 
testimony to the economic illit- 
eracy of politicians, and to 
pusillanimity in the face 
of vested interests. 

Shobhana Madhavan, 

28 Newbum Street, SE1I 

Still beating 
it out 

From Mr Robert FL RuggerL 
Sir, Antony Thomcroft’s pro- 
vocative review of the Grateful 
Dead, rock ’n roll concert at 
Wembley (November 1) con- 
tains a grievous error. 

He states that “a couple at 
the drummers have passed on 
to the ultimate trip in the sky". 

This is wrong. The band’s 
long-time drummers Bill 
Kruetzmann and Mickey Hart 
are alive and apparently in 
adequate health. On the other 
hand, over the years three con- 
secutive keyboard players have 
met early deaths: Ron "Pigpen" 
McKern an, Keith Godchaux, 
and. most recently, Brent 
Mydland. 

Robert E. Ruggeri, 

1737 H Street NW. 

Washington DC 


All asset values are elusive, not just the intangible variety 


Prom Mr Terry Connor. 

Sir, Lex’s commentary on 
intangible asset values ("Pub- 
lishing assets,” October 29) 
failed to n^kie the real issues 
surro unding balance sheet val- 
uations, and introduced at 
least one red herring rften! ^ 
elled at stocks like MCC, Seed 
and News Corporation. 

If there is a message in 
recent corporate disasters Onci- 
dew tally , all non-publishing 
companies) it is surely that an 
asset values are elusive and 
not just the intangible variety. 

The FT appears to acknowl- 
edge tfrfa point in its comment 
on Brent Walker in the same 
issue: “when it comes to the 
crunch assets are worth omy 
what someone else is prepared 
to pay for them" (“Flyinghigh 
over the debt mountains j. 

The fact that many compa- 
nies own the same kind of 
; machine tool, to take your 
example, certainly allows bal- 
i ance ghp^f valuation compari- 
sons to be drawn but says 
nothing about their actual 


market value in a forced sale. 

Your assertion that the 
value of machine tools is gov- 
erned by others like them, 
whereas that of the Sun or Hei- 
ppjnann is subject to market 
conditions, is illogical. Surely 
the actual value of the 
machine tools is a function of 
the piat-hine tool market, not 
the stated value in the balance 
sheet. 

j fix moved on to dismiss a 
well known red herring - that 
plant and machinery have the 
“conservative merit of being 
depreciated”. This assumes 
that depreciation policies are 
both realistic and consistent, 
which they are frequently not 
Moreover, it leaves open the 
question of how to value assets 
that are “homegrown” (not 
purchased) and which are 
major contributors to a com- 
pany’s profits, as in the case of 
Pergamon Journals at Maxwell 
Communications or various 
titles at Reed InternationaL 

To exclude these from bal- 
ance sheet valuations renders 


the stated worth of the com- 
pany even more meaningless. 
To depreciate them over any 
reasonable period - say 20 
years - ignores the fact that 
these assets frequently con- 
tinue to produce profits well 
beyond that period and there- 
fore merely defers the balance 
sheet valuation issue until 
they are "written off", or is it 
proposed that, having written 
them off once, companies 
should go back to square one 
and start writing them off all 
over again? 

In the US, of course, pur- 
chased goodwill is written off 
through the profit and loss 
account. The net effect is that 
most analysts promptly add it 
hack to calculate underlying 
growth- 

These arguments are hugely 
enter taining for the analytical 
and journalistic community 
but are hardly helpful to share- 
holders. What surely matters is 
cash flow, a point only periph- 
erally touched on by Lex. Cash 
flow is the ultimate determi- 


nant of debt servicing ability 
and the quality of the future 
dividend stream. It is, there- 
fore, a much better guide to 
the "worth" of a company than 
a necessarily subjective tangi- 
ble or intangible asset figure. It 
also has the advantage of being 
rather less easily manipulated 
than asset values! 

Lex rightly points out that 
the market has chosen to value 
publishing companies on that 
basis, that is using interest 
cover rather than meaningless 
gearing ratios. The lesson of 
recent corporate disasters is 
surely that until the account- 
ing profession produces bal- 
ance sheet standards that are 
meaningful for both intangible 
and tangible assets, if that is 
not impossible, than the pub- 
lishing sector is leading where 
the rest of the market might be 
well advised to follow. 

Terry Connor, 
publishing analyst. 

Smith New Court, 

Chetwynd House. 

24 St Swithin’s Lane, EC4 


"Any serious foreign policy 
must be consistent about ulti- 
mate objectives; equally it must 
be flexible about achieving 
them." 

T hese words were used by 
Mr Douglas Hurd, the 
British foreign secre- 
tary, only a few days ago when 
addressing the Royal Institute 
of International Affairs on the 
occasion of its seventieth anni- 
versary. The least that can be 
said is that they show once 
again how unsuccessful gov- 
ernments and their leaders are 
in living up to the precepts 
they so liberally dispense. 

The resignation of Sir Geoff- 
rey Howe as the result of dis- 
agreements over Britain's 
European policy and the whole 
domestic debate about the 
desirability or otherwise of a 
European economic and mone- 
tary union, has underlined the 
lamentable failure of succes- 
sive British governments to 
meet at least the first, and 
most essential of Mr Hurd’s 
above-mentioned criteria. 

In the circumstances, one 
should not be surprised that 
the foreign secretary’s review 
of British foreign policy at 
Chatham House did not touch 
on Britain’s role in the Euro 
pean Community at alL “There 
will be other occasions for 
that," he said, perhaps aware 
of Sir Geoffrey's imminent res- 
ignation and not wanting to 
preempt a subsequent speech 
to industrial leaders. But the 
remark, however unintention- 
ally, was somehow symptom- 
atic of Britain’s policy on 
Europe ever since it failed to 
sign the Treaties of Paris and 
Rome in the 1950s, setting up 
the European Coal and Steel 
Community and the European 
Economic Community. 

Those were the days when 
Britain's trade outside Europe 
- with the Commonwealth, 
above ail - was still much 
greater than with the continen- 
tal European nations and when 
the cold war and the Soviet 
military threat gave some cre- 
dence to arguments that the 
Atlantic relationship was more 
important to Britain than 
closer links with Europe. Not 
wanting to be completely cut 
off from Europe, however, 
Britain tried to have it both 
ways through its sponsorship 
of the then seven-nation Euro- 
pean Free Trade Association, 
which offered comparable 
trade advantages to its mem- 
bers without the political, 
institutional or agricultural 
constraints of the EEC. 

Yet even when the late Lord 
Stockton blew away some of 
the post-imperial cobwebs 
which still clouded perceptions 
of where the country's real 
interests lay by making 
Britain’s first, if abortive, 
attempt to join the Community 
in 1962, or when Britain finally 


FOREIGN AFFAIRS 

Navigation 
without a 
compass 

Britain’s policy on Europe lacks 
direction, says Robert Mauthner 


became a member in 1973. was 
"the ultimate objective" of 
British policy clear. There was 
no doubt about the immediate 
aim: to take frill advantage of 
the economic benefits of mem- 
bership, while seeking to mod- 
ify from insirift the unpleas- 
ant aspects of the Community, 
such as the agricul- 

tural policy* and putting a 
brake on any developments 
which smacked of supranation- 
altty or could undermine the 
transatlantic relationship. But 
in spite of lip-service to the 
broader political awns of Euro- 
pean unification, any attempt 
to spell out the precise route 
the Community should be tak- 
ing in the future was studi- 
ously avoided in London. 

From the very beginning. 
Britain’s policy towards Euro- 
pean unification has been 


presumably because it has 

never been physically occupied 
by foreign forces. It is the enor- 
mous devastation and loss of 
life caused by successive Euro- 
pean wars which originally led 
France Germany, in partic- 
ular, to attempt to forge com- 
mon institutions in which sov- 
ereignty would be progress 
ively pooled or shared and 
which would make it difficult, 
if not impossible for either of 
them again to wage war on 
each other. 

Britain's pragmatic and evo- 
lutionary approach to the prob- 
lems of European unification 
has prevented it from endors- 
ing any consistent long-term 
objectives for the Community's 
development, other than the 
completion of the single mar- 
ket. As a result, British policy 
inside the Community has 


Overriding Importance Is given to the 
technical aspects of problems rather than 
their contribution to an agreed grand design 


essentially conservative, in the 
broadest sense of the term, uni- 
maginative and short-sighted. 
With the one admittedly impor- 
tant exception of the creation 
of the single market, it has 
treated the Community as a 
static organism which «»n con- 
tinue to gvtet almost for eVET 
in its present form without any 
further mumtinna other than 
the eventual entry of more 
members. It has tended to 
Ignore, at the cost of being pro- 
gressively isolated, the deep 
pnintiwii, historical psycho- 
logical motives which have 
spurred on the other member 
states to set ambitious targets 
for the further development of 
the joint enterprise. 

There is nothing “airy-fairy" 
about Euro-idealism, whatever 
Mrs Margaret Thatcher may 
think- it is based on a common 
historical experience, shared to 
a large extort by the British 
people, but which has had a 
smauBT impart on this country. 


become reactive, leading to 
constant clashes with the other 
member states which have a 
clearer idea of where they are 

gning 

In Mrs Thatcher’s view, it is 
pointless to talk of political 
union or economic and mone- 
tary union without knowing 
exactly what the terms mean 
and what are the detailed mea- 
sures seeded to achieve them. 
In short, overriding importance 
is given to the technical 
aspects of problems rather 
thin their contribution to an 
agreed grand design. Britain's 
partners, by contrast, are anx- 
ious first of all to set the politi- 
cal objectives and specific 
deadlines for their achieve- 
ment, and then leave the tech- 
nicians to work out how they 
can be attained in practice. 

The case in favour of this 
political approach, which is 
also frgftmrf the latest decision 
by Britain's partners to forge 
ahead with economic and mon- 


etary union, is that this is the 
only way to ensure that prog- 
ress is made. En route, of 
course, all sorts of obstacles 
will be met, as they will 
undoubtedly in working out 
the powers and functions of 
the proposed new European 
central bank and the introduc- 
tion of a single currency, if it 
should ever come to that. But 
tiie adoption of dear objectives 
and deadlines, even if these are 
not met in the first instance 
and have to be extended, 
allows the necessary momen- 
tum to be maintained. 

Though they have become 
more accustomed to British 
modes of thought and Mrs 
Thatcher’s abrasive personal 
style over the past decade, it is 
still a matter of great puzzle- 
ment to other Community 
members that Britain should 
continue to navigate in Europe 
without a compass. There is, 
after all, no credible alterna- 
tive for a small-to-medium- 
sized nation with an ailing 
economy to full participation 
in the process of European uni- 
fication, as there might have 
been at one time. 

The argument that support 
for greater European integra- 
tion is tantamount to "bucking 
the trend”, at a time when 
ancient national minorities are 
emerging from the long night 
of communist domination and 
are striving to become frilly 
independent, is rightly dis- 
missed by most western Euro- 
pean governments. Certainly, a 
very good case can be made in 
favour of widening the mem- 
bership of the Community by 
extending it to newly demo- 
cratic eastern European coun- 
tries such as Poland, Hungary 
and Czechoslovakia, with their 
traditional ties with western 
Europe. Bnt not at the expense 
of watering down the content 
and aims of the EC which, in 
spite of the propaganda of the 
anti-European lobby in Britain, 
do not, inevitably, include a 
fully federalist structure. 

Instead of worrying about 
the loss of an often theoretical 
national sovereignty, British 
foreign policy should be more 
concerned about the chaos that 
could overtake Europe if the 
Soviet Union is effectively dis- 
mantled and all the central and 
eastern European minorities 
become "sovereign” states. An 
integrated western Europe, to 
which Germany is firmly 
anchored, will provide a pole dt 
political and economic stability 
sorely needed in a continent in 
serious danger of Balkanisa- 
tion. It will also have a weight 
in world affairs to which no 
sin gle member of the Commu- 
nity amid possibly aspire. 

These are hardly new veri- 
ties. One can only be amazed 
that, up to now, they have had 
so little influence on Britain’s 
European policymakers. 
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It's business as usual at ANA HOTEL 
SINGAPORE, f or m erly Century Park Sheraton, on 
Nassim Hill. We're still Singapore’s only hotel that 
offers classic European charm and traditional 
hospitality for the business executive on the move. 

It’s only our name that has changed. Our fine 
reputation for service, and tranquil location close 
to the heart of the city, remain the same. Along 


with the fulfillment of our promise to meet the 
expectations of the discerning international traveller. 

Our rooms are brand new, now that we’ve 
completed a US$10 million renovation programme. 
So are our range of luxurious, deluxe toiletries 
and amenities. 

Welcome to a world of classic European elegance. 

Welcome to ANA HOTEL SINGAPORE. 
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For enquiries and resen •adorn, contact any ANA Hotel Sales & Reservations Office. Utcll International. Ddioa Reservations, or your nearest travel agent. 
ANA HOTEL SINGAPORE, lti Nassim Hill. Singapore 1025. Telephone: (65) W 1222. Telefax: (65) 255 1516. Telex: ANAHSIN RS2I8I7 • RS 55545. 







C^IMITMENt 

That's BTR 


EUROPEAN AEROSPACE 


FINANCIAL TIMES 


the artful 

DIGGER 


Tuesday November 6 1990 


CONSTKUCTlON EQUIPMENT 


Germany is likely to take industry lead 


By Paul Betts, Aerospace Correspondent, in London 


THE GERMAN aerospace 
industry is expected, to become 
the largest in Europe by the 
end of 1993, overtaking B ritain 
and France in the next three 
years. 

The German industry is 
ex p a nding at a rate of about 14 
per cent a year, according to a 
report on the European aero- 
space industry published by 
the London-based Industry 
Research Group. This is almost 
three times the growth rate of 
France and nearly four times 
the growth rate of the British 
industry. 

Hie report warns that the 
British aerospace industry. 


currently the largest in 
Europe, will slip to third place 
by the end of 1993. 

Mr Philip Abbott, head of the 
research group, says the trend 
is disappointing for British 
companies but Is not surpris- 
ing considering the economic 
situation. 

"British companies are 
struggling to finance new plant 
and equipment that will enable 
them to compete on the Euro- 
pean aerospace market, and to 
some extent German industry 
is better placed technically and 
commercially to take an 
increasingly larger share of the 
supplier and subcontract mar- 


ket," be says. 

Germany signalled its inten- 
tion of becoming a significant 
force in world aerospace with 
the consolidation of its aero- 
space industry around the Ger- 
man Daimler-Benz car com- 
pany last year. Daimler-Benz 
has since grouped together its 
aerospace assets in a large sub- 
sidiary called Deutsche Aero- 


Thls subsidiary is expected 
to complete soon a series of 
important agreements includ- 
ing an equity swap between its 
Motore n-ond Turbinen-U nion 
(MTU) aero-engine company 
with Pratt & Whitney of the US 


and a Joint helicopter venture 
with Aerospatiale of France. 

The German company also 
successfully campaigned for 
final assembly responsibility at 
Hamburg for the new Airbus 
A821 aircraft, the stretched 
version of the fast-selling Air- 
bus A320 twin-en gine 150 seat 
airliner. 

Mr Jurgen Schrempp, Deut- 
sche Aerospace chairman, out- 
fined his group’s expansionary 
strategy at file recent Farabor- 
oogh Air Show in England, 
saying the German company’s 
ambition was to bring the Ger- 
man aerospace industry an the 
level of an equal partner rather 


Thatcher ready to defend her leadership 


By Ralph ABdns in London 

MRS Margaret Thatcher, the 
Hritiah prime minister, yester- 
day signalled her determina- 
tion to fight off any challenge 
to her leadership of the Conser- 
vative party following Sir 
Geoffrey Howe’s resignation as 
deputy prime minister last 
week. 

As speculation continued 
unabated about a challenge for 
the leadership from Mr Mich- 
ael Heseltine, the former 
defence secretary, officials said 
the prime minister's mood was 
to "stand and fight”. One said: 
"She ain't going:” 

Mrs Thatcher is preparing to 
give a robust defence of gov- 
ernment policies when she 
speaks in the House of Com- 
mons after the state opening of 
parliament tomorrow. A sub- 
stantial section is expected to 
be devoted to the debate on. 
economic and monetary union. 

Mrs Thatcher’s determina- 
tion not to alter her stand on 
Europe or to be cowed by dis- 
array in the Conservative 
party over her combative style 
emerged after meetings with 
senior party figures at Down- 
ing Street (the mime minister’s 
official residence) in London 
yesterday. 

She was joined at lunch by 
Mr Kenneth Baker, party chair- 
man, and Lord Whitelaw, the 
former deputy prime minister, 
who has been credited with 
providing a calming inflmmott 
at previous times of turmoil in 
the Conservat iv e party. Mrs 
Thatcher left afterwards for 




Margaret 


leaves Downing Street last night 


the world climate conference 
in Geneva where she is to 
speak today. 

Conservative party nerves 
are likely to be stretched still 
further on Thursday by a by 
election in Bradford, in the 
north of England. Conservative 
central office is bracing itself 
for a pom: result in which the 


candidate could be poshed into 
third place after a clumsy cam- 
paign. 

On the s»mw day, Mr John 
Major, the chancellor, is expec- 
ted to unveil In the House of 
Commons public expenditure 
plans for the next financial 
year. Labour yesterday 
accused him of seeking to 


divert attention from its 
Impmdtng by-efection riafant- 

Mr Hesel tine’s criticism at 
fiia nr p fl fcynri of tha p rimp min. 

ister’s negotiating style contin- 
ues to fluster Tories, although 
he has not so far signalled any 
intention to mount a full-blown 
challenge to her leadership. 

Senior Tories, including Mr 
Douglas Hurd, foreign secre- 
tary, continue in their efforts 
to appear positive towards the 
EC and to play down the 
chances of Mrs Thatcher facing 
a challenge. 

Party managers do not 
expect a "stalking horse” can- 
didate +hig month to pave tha 
way for other contenders to 
enter a subsequent contest, but 
are not yet convinced that Mr 

Hflff ltinp hnc a gains t 

standing. They said he nhnniri 
“put up or shut up" - a fine 
echoed in public its candidate 
in Bradford. 

The series at meetings Mrs 
Thatcher's held at Downing 
Street were described as “rou- 
tine” by officials but contrib- 
uted to the atmosphere of a 
prime minist e r under press ur e 
and anxious to take soundings 
from colleagues. 

Mr Heseltine was yesterday 
accused by the Bruges Group 
of Conservative MPs, which 
supports the prime minister’s 
line on Europe, of misleading 
people when he said British 
involvement in Europe would 
guarantee Britain had a strong 
voice in future EC delibera- 
tions on its development. 


Hurd stresses Conservative unity on Europe 


By Charles Leadbeater and Michael Cassell in London 


MR DOUGLAS HURD, the 
British foreign secretary, yes- 
terday stepped up ministerial 
efforts to portray the govern- 
ment as united and enthusias- 
tic in its approach to Europe 
and attempted to head off the 
prospect of a challenge to Mrs 
Margaret Thatcher’s leader- 
ship. 

However, Mr Hurd, speaking 
at the annual conference of the 
Confederation of British Indus- 
try in Glasgow, was less stri- 
dent than the prime minister 
in his reservations over the 
current pace towards economic 
and monetary union. 

He said the government 
could continue to defend 
Britain’s interests “without 
frightening ourselves with 
ogres”, which appeared to 
encourage Mrs Thatcher to 
moderate her approach to 
European issues. 


There was, he stressed, no 
“dread conspiracy” against 
Britain but an argument in 
which it had no reason to be 
scared or defeatist He added: 
“Some of us have spent too 
long on this cause to let It 
founder.” 

The foreign sec retary, who 
afterwards claimed there was a 
“very strong desire” within the 
Conservative party to avoid a 
leadership struggle, also laid 
particular emphasis on the role 
that he and Mr John Major, the 
chancellor, would play in the 
forthcoming EC inter-govern- 
mental conferences to discuss 
economic, monetary and politi- 
cal union. He said that he and 
Mr Major would be attending 
“with a quiver full of good 
ideas” and would work to 
reach agreements gnawing the 
community partners to co-oper- 
ate more closely. 


He reiterated the govern- 
ment's support for a common 
currency but a gain used the 
paint designed to cover differ- 
ences within the party ova- a 
single currency by saying its 
eventual introduction would be 
"the result of choice and not 
imposition”. 

In a clear reference to Mrs 
Thatcher’s repeatedly stated 
determination to protect Brit- 
ish sovereignty, Mr Hurd 
pointed out that community 
action on foreign trade had 
already involved the pooling of 
sovereign powers. 

The extent to which powers 
were pooled in future would be 
occasionally reviewed hut the 
EC would not extinguish the 
Identity of nation states, he 
said. 

Mr Hurd said no-one was 
suggesting that Britain should 
withdraw the sovereignty 


which had already been pooled 
in the community or abandon 
long-standing treaty commit- 
ments. However, neither was 
Britain expected to submerge 
its parliament and other insti- 
tutions into a federal state. 

CBI members have been 
expressing fears that the latest 
political row with Britain's 
European partners could 
undermine longer-term busi- 
ness prospects within Europe. 

Mr Hurd’s speech was gener- 
ally well received, and several 
leading business figures 
suggested that the foreign sec- 
retary had made an impressive 
effort to reiterate the govern- 
ment's to Europe 

and to help reassure the busi- 
ness community that ministers 
remained intent upon closer 
economic co-operation within 
the Community. 

Details, Page 13 


Baghdad softens stance on hostages 


Continued from Page 1 

were meeting in Rome last 
night in an apparent attempt 
to repair the embarrassment 
caused by Mr Brandt’s 
arrival in Iraq yesterday. 

The political co-operation 
meeting was called by the 
Italian presidency of the EC 
at the original request of Bel- 
gium and the Netherlands 
supported by West Germany. 

Although at least half of 
the twelve governments were 
represented by junior minis- 
ters, sensitivity in Bonn to 


the widespread anger among 
EC governments at the 
Brandt mission was under- 
lined by the presence last 
night of Mr Hans-Dietrich 
Genscher, the West German 
foreign minister, who has 
unsuccessfully been trying 
to muster international sup- 
port for Mr Brandt. 

The former Social Demo- 
cratic chancellor, and by 
extension the West German 
government, have been 
widely criticised within the 
Community for making his 
visit to Baghdad little more 


than a week after the EC 
heads of government summit 
in Rome agreed to discour- 
age all single initiatives 
aimed at securing the release 
of hostages. 

Bonn has not been seen to 
make any effort to dissuade 
Mr Brandt, who has travelled 
alone to the Iraqi capital 
despite earlier indications 
that he would be accompan- 
ied by Mr Willy De Clercq, 
the former Belgian EC com- 
missioner, and Mr Emilio 
Colombo, a former Italian 
prime minister. 


Mr Brandt has denied that 
be will be negotiating for the 
release of western hostages, 
saying that he wishes to 
enhance a peaceful settle- 
ment of the Gulf crisis. 

The feeling in Rome ahead 
of last night’s meeting was 
that Mr Genscher may be 
seeking the Twelve’s 
endorsement of the Brandt 
initiative and a declaration 
which puts more flesh on the 
summit call for an interven- 
tion by the UN sec- 
retary-general to secure the 
hostages’ release. 


US elections pay no attention to Gulf issue 


Continued from Page 1 

the richest agricultural land in 
the US. The word Gulf did not 
cross her lips once. 

The small crowds who 
greeted her also had other 
things on their mind: medical 
insurance, faltering regional 
economy, abortion, costly envi- 
ronmental initiatives and 
above aft, crime.. 

In Texas, Mr Clayton Wil- 


liams, the conservative Repub- 
lican running for governor. 
makes no mention of the Gulf 
or President Saddam Hussein 
of Iraq, in his campaign 
ap paawinnBB. Only when asked 
about ways to resolve the crisis 
does he say: "I would send the 
boys in.” 

President Bush has only just 
brought the Gulf to US think- 
ing in the past week: one day 
in Vi rginia he warned Mr Sad- 


dam that he had “just about 
bad it” with Iraq’s treatment of 
US embassy staff in Kuwait; 
tile next day. in Florida, he 
toM a news conference: Tm 
not trying to sound the tocsin 
of war.” The budget crisis has 
clearly hurt Mr Bush’s stand- 
ing. In California, he was 
treated as good old George, a 
figure of fan. 

The apparent public indiffer- 
ence towards the Gulf crisis 


may, however, be misleading. 
Talking to voters, the striking 
impression is of how many feel 
the country is heading in the 
wrong direction- The prospect 
of war heightens this mood of 
uncertainty. 

If a desert war were to break 
out, the return of Congress 
coupled with wall-to-wall TV 
coverage would inevitably turn- 
the crisis, and US involvement, 
into a political issue. 


THE LEX COLL 


than a junior partner as had 
been the case in the recent 


Banking on life in 
the Low Countries 


Deutsche Aerospace is also 
; expected to take a decision 
before the end of the year on 
1 the possible development of a 
100-seat regional jet airliner. 

The Industry Research 
Group’s report forecasts a sub- 
stantial growth in regional air 
■ transport brought about in 
part by capacity limitations at 
large European airports. It also 
says regional jets will become 
increasingly popular. 

Sharp fall In trade surplus. 
Page 3 


Janata split 
may shape 
coalition 
with Gandhi 

By David Housego 

in New Delhi 

MR RAJIV GANDHL the 
Congress party leader and for- 
mer prime minister, will today 
explore the possibility of form- 
ing a government with a break- 
away faction of the Janata Da 1 
party under Mr Chandra Shek 
bar. 

The split in the Janata Dal, 
the party of Mr Vishwanath 
Pratap Singh, the prime minis- 
ter, came at yesterday’s party 
meeting to determine the lead- 
ership issue before tomorrow’s 
vote of confidence. 

A group of rebels did not 
tom up and instead held a sep- 
arate meeting at the house of 
Mr Devi Lai, who was dis- 
missed in July as deputy prime 
minister. A faction of 68 mem- 
bers of the 140-strong parlia- 
mentary group announced that 
it was setting up a new party. 
The rebels expelled Mr Singh 
from the Janata Dal and In 
turn the official party expelled 
25 of the rebels, including Mr 
Shekhar. Mr Shekhar, 68, is a 
prominent party figure who 
has long bad flmhitj nng to be 
prime minister. 

Mr Singh's followers claimed 
Hint gs members of the Janata 
Dal parliamentary party 
attended the official m eeting to 
endorse the prime minister's 
leadership. 

The Congress party immedi- 
ately welcomed the creation of 
the new Janata Dal and 
announced that Mr Gandhi 
would meet Mr Shekhar today. 

Mr Gandhi and Mr Shekhar 
are separated by personality 
and policy differences, and 
today’s meeting is hardly imag- 
inable but for the depth of the 
political crisis. 

Mr Shekhar’s hope is to form 
a minority administration that 
would be supported from out- 
side by the Congress party. 

President Ramaswamy Ven- 
kataraman. however, has pri- 
vately indicated that he is 
unwilling to name a prime 
minister from a faction which 
can only claim 68 members in 
a parliament of 543. 

The president would prefer 
Mr Gandhi - who has the 
backing of about 206 members 
- to form a coalition govern- 
ment with Mr Shekhar. 

However, Congress has no 
wish to be part of a coalition 
government during such a dif- 
ficult civil and economic time. 

! While curfews were relaxed in 
towns across India, at least 13 
more people were foiled in con- 
tinning Hindu-Moslem vio- 
lence. The only reason for Con- 
gress to may examine seriously 
such a the possibility is that if 
it thought rule by coalition 
rule would help postpone elec- 
tions. 


UK Bank chief 
sees European 
supervisory role 

Continued from Page 1 
under the Defers plan for EC 
monetar y 

As part of that plan, a com- 
mittee of central b anking offi- 
cials has been considering the 
supervisory angle. 

Its chairman is Mr Brian 
Quinn, the Bank of England’s ' 
executive director in charge of 
hanking supervision. 

Mr Leigh-Pemberton 
described his remarks yester- 
day as “very speculative", and 
bankers doubted that individ- 
ual EC central banks would be 
enthusiastic about the idea of 
ceding supervisory power to a 
new institution. 

But the governor's speech 
was taken as an indication of 
the distance that nffirnwiq have 
thought through the implica- 
tions of monetary onion. 


The sight of a big, expansionist 
insurance company climbing 
into bed with an almost 
equally large, equally ambi- 
tious hank is starting to be a 
very familiar one in continen- 
tal Europe. It is also becoming 
increasingly hard for the man- 
agements of the companies 
concerned to sound convincing 
about the long-term benefits. A 
case in point is yesterday’s 
tie-op between Nationals Ned- 
erianden mid NMB PostBank, 
which will create an institu- 
tion with a market value about 
the same size as Prudential’s. 

Some such arrangements, 
like Lloyds Bank’s partial 
merger with Abbey Life in the 
UK, have obvious advantages, 
in terms of allowing the 
insurer’s sales force to go to 
work immediately on the 
bank’s customers. Some, like 
the cross-shareholdings in 
France between UAP and BNP, 
are clever tricks for boosting 
the bank’s capital ratios. But 
NatNed is already financially 
very strong; and as for Its 
merger partner, the 1989 union 
of NMB and Postbank had 
already created an amply-capi- 
talised bank. 

So if the merger makes sense 

as any thing more than a jUSt- 

mechanism to protect the two 
institutions from takeover, the 
two companies have got to 
show that it produces real 
oppportunities for new busi- 
ness growth. This is where ft 
gets tricky. NatNed will pre- 
sumably secure Postbank’s 
branches as a distribution 
channel, but at the price of 
diluting hi gh -quality fife assur- 
ance gaming s with lower qual- 
ity, volatile credit business. As 
for NMB Postbank’s sharehold- 
ers, they find themselves 
exposed to minefields like 
NatNed’s US and UK non-life 
insurance operations. 

Small companies 

It has never been fair to 
hiflmg the Stock Exchange for 
the fact that small company 
shares are hard to trade. In 
large part, the drying up of 
liquidity is a simple cyclical 
matter. Big Bang, and the 
boom in new issues in 1987. 
produced an over-supply of 
small quoted companies: far 
too many for the investing 
public to cope with, especially 
in a foil-blown bear market So 
it would have been asking 
rather too much of the 
Exchange to expect yesterday's 
package of changes in trading 
rules to represent an all-em- 
bracing solution. 

As far as they go, the 
changes make sense, particu- 
larly the requirement for issu- 
ing houses to offer at least 5 
per cent of any new issue to 


ABF Foods 

Share price relative to the 
FT-A Food Manufacturing Index 



two independent market-mak- 
ers. It is obviously welcome 

that six leading Tnarke t-m^kgrn 

are committing themselves to 
ta kin g a more active role. One 
wonders, though, whether 
another solution lies with fond 
managers. If they want a more 
liquid market in small com- 
pany shares, maybe they 
should try negotiating fixed 
retainers to encourage agency 
brokers to stay in the game. 


Berlsford is scarcely viable 
without British Sugar, so its. 
hankers will be pushing hard 
for a high sale price In order to 
cut then- losses. ABF might be 
tempted to speed up the pry 
cess by slapping a pre-emptive 
offer, say £850m, on the table; 
that would be risky, hut yester- 
day's interim results show how 
badly it needs the earnings 
Impetus such a large acquisi- 
tion would bring. 

The UK side, where operat- 
ing profits fell. 7 per cent,- is 
still suffering from serious ero- 
sion in baking and milling; a 
resumption of the long-term 
decline in bread consumption 
has tightened c om pe titi on and 
severely squeezed margins. 
ABF improved against the 
competition in biscuits, but it 
took an outstanding perfor- 
mance from its operations in 
Ireland to buoy up trading 
profits. Australia will suffer 
from currency depreciation in 
the second halt while there 
will probably be no final divi- 
dend from Berisford. Assuming 
foil-year profits of £312m, the 
shares are cm a prospective p/e 
of 8% and yield around 4 per 
cent Barring an early sugar 
solution, they look fully vat 
ued. 


Buy-OlltS solution, they look 1 

When is a management ned- 
buy-out not a leveraged 

US prime rate 


equity, and is not simply hired 
by the banks. This is the crite- 
rion used by 31, the bank- 
owned venture capital group. It 
has just funded a Mg study to 
Hphffnic the popular myth that 
MBOs are simply a_vehicle to 
make a few lucky managers 
incredibly rich. This view is 
still hard to swallow, but it s 
findings go some way towards 
supporting the belief that 
breaking up big businesses 
into smaller pieces has been 
good for the UK economy. 
According to independent 
research undertaken for Si, 
MBOs have generally led to 
higher profits, investment and 
employment. And whilst high 
interest rates are hurting sev- 
eral well publicised 130s, 8i 
believes tbit in the rema i ns of 
Folly Peck, British & Common- 
wealth et al are the makingB of 
several future MBOs. 

A B Foods 

Mr Garry Weston continues 
to bide his time; perhaps he 
should throw caution to the 
wind. With more than £lbn in 
cash, he needs a favourable 
outcome to the British Sugar 
saga before lower UK interest 
rates start undermining invest- 
ment income. ABF thinks it 
can win the sugar auction, but 
ft would be foolish to under-es- 
timate tfw European ambiti o ns 
of Ferruzzi and others. 


Over the last year the US 
dollar's trade weighted index 
hag fafiwi by a seventh, 
now that ft has dipped below 
DML50 and FFiS it is moving 
into uncharted territory. The 
US authorities have little 
choice but to let the currency 
slide further, even if tiny are 
worried by the inflationary 
Implications of its steady 
decline. Fears abend the health 
of the banking system and the 
growing evidence of a US 
recession suggests that last 
week’s easing by the Federal 
Reserve wffl not be the last, 

e w f H If ft wiphtib nnitermhifag 

the currency further by widen- 
ing the 75 basis point gap 
between US and German 
short-term rates. 

A gainst thin haftfc g m m uf tha 

stability of the US banks’ 
prime lending rate is some- 
what surprising: ft has stood at 
10 per cent for 10 months, 
despite, two successi v e Fed cas- 
ings, and mp hflS tOgO h«rk to 
the 1960’s to find a similar 
period of continuity. Obviously 
the banks are keen to rebuild 
their profit margins, and .con- 
cern about tha safety of so me 
institutions is pinching their 
cost of funds. Neverthtiesa, if 
the banks do not respond soon 
by posting a single figure 
prime rate, then worries about 
the exacerbation of self-feeding 
US deflation are bound to 
intensify. 


YOU MAY HAVE 
MISSED THE 
LAUNCH, 

BUT LOOK ON 
THE BRIGHT SIDE 

You on still invest in our new EUROPA Fund and take advantage of Morgan 
GrenfelTs sector-leading European investment expertise. However, the threat of 
war in the Middle East remains. With a large cash position we are ideally pfcvvJ to 
invest cautiously in selected European Small Companies on price weakness. 

It’s not too late to invest in EUROPA. In difficult market conditions, it’s one 
opportunity that remains undimmed. For foil information, call 0800 282465 now 
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Recession takes toll 
on Canadian Pacific 

Deepening recession in North America has 

uSSSSa!^ Canadian Pacific, the Canadian 
industrial group, in the latest quarter The coi- 

stems mainly from the whoffj- 

2 U?£ffiI 0 r f st Products « which has been hit 
hard both by sluggish markets for pulp and 
newsprint and a strike. Page 20 P 


Farming discontent In B Europe 



Farmers in eastern Europe are finding that 
lower labour costs compared with western 
markets are not the boon they had hoped for. 
While the Common Agricultural Policy remains 
in place, they will have to match EC subsidies 
to be competitive. But subsidies could not be 
funded by strapped government budgets or by 
consumers, who already spend much of their 
low incomes on food. Nicholas Denton reports. 
Also, beginning today, a four-day series on the 
state of US agriculture. Page 32 
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Belgian rescue for Sutcliffe 

Sutcliffe Speakman, 
the UK specialist 
engineering group, 
has sold its environ- 
mental engineering 
division to the Brus- 
sels-based industrial 
supplies and services 
company. Groups 
Fabrfcom. The sale of 
the division, which 
accounts lor more 
than half the group turnover, is an attempt to 
reduce borrowings and comes a week after 
suspension of Sutcliffe's shares "pending clari- 
fication of the company's financial position”. 
Page 26 


Hard nut to crack 

Administrators to Polly Pack wifi have to cope 
with more than just the company accounts if 
they land in Cyprus this week. The practical*- 
ties run much deeper, from dealing with 
nationalist to family sentiment ft is aiso diffi- 
cult to assess how deeply the affair wfR bite 
Into, the- economy;- Richard Ztonfcm looks at the 
effect on northern Cyprus ofPoHy Peck’s trou- 
bles. PageM . . 


Hobby Clarke at the holm 

« John Elliott has resigned 
) as non-executive chair- 
j man of Elders IXL, the 
Australian brewing con- 
glomerate, and has been 
replaced by Nobby 
Clarke (left), the former 
chief executive of 
National Australia Bank. 
The move is seen as a 
further attempt to con- 
solidate the growing 
confidence in the group 
which followed the 

announcement of plans for Aaahl Breweries of 
Japan to take a 20 per cent stake in the Elders. 
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Andersen hit by dispute in Spain 


By Peter Bruce in Madrid and David Waller in London 


the FLOURISHING Spanish 
auditing and consulting divisions 
of A rthur Andersen, one of the 
world largest accounting firms, 
axe labouring under an embar- 
rassing public siege accompanied 
by charges that the consulting 
group is being unfairly milked of 
its profits. The dispute could 
result in one of the firm’s impor- 
tant Spanish partnerships tyring 
closed down. 

Mr Luis Redo, the former rhfaf 
executive of Andersen Consult- 
ing. which was hived off from the 
auditing firm last year, says 
Arthur Andersen International, 


the firm's Swiss holding com- 
pany, is taking 20 per cent of the 
consulting group’s turnover as 
the price of supplying it with cus- 
tomised technology and ideas. He 
says this amounts to $30m a year 
which is “well beyond what they 
put in". 

Mr Redo resigned from the 
company earlier this year after, 
in his words, being isolated fol- 
lowing attempts to force Arthur 
Andersen International to cut Its 
fee to the Spanish consultancy. 

He later launched an unsuc- 
cessful takeover bid for the con- 
sulting group and last month 


asked the courts to dissolve one 
of the firm's Spanish partner- 
ships. Arthur Anderson y Cia 
Sodedad Regular Colectiva. 

This, say partners at Andersen 
Consulting, is the old joint part- 
nership in Spain, which now ser- 
vices both auditing and consult- 
ing with computer and 
technological services. The offi- 
cials could not say what its 
agcpt r Q were. 

The court Is due to rule In 
about two weeks' time. Andersen 
Consulting partners accuse Mr 
Redo of trying to force them to 

pay him the J25m he dalma his 


Merloni charts a course 
from purgatory to profit 

John Wyles on the Italian group’s restructuring 

M r Vittorio Merloni, the process, Merloni has three brands reducing short-term bank debt by 
affable president of Mer- - Indesit, Ariston and Scholtes, more than L25bn. 
loni ElettrodomesticL for the low. medium and high- Confidence in a return to sun- 


M r Vittorio Merloni, the 
affable president of Mer- 
loni Elettrodomestici, 
the largest Italian-owned manu- 
facturer of white goods, is dis- 
armingly frank: “These have 
been two years of purgatory." 

Views may differ on how bad 
purgatory can be, but an indi- 
gestible acquisition, a bruising 
slide in profits and a m a rke d 
worsening of just about every 
other financial ratio in just two 
years would certainly be 
regarded as scorching by most 
top managers. 

There are few manufacturing 
activities in Europe which are 
more competitive than the house- 
hold appliances sector, marked as 
it is by overcapacity in a mature 
market Consolidation has been 
slow but steady, and when it is 
completed Mr Merioni is deter- 
mined that his company, holding 
fourth place in Europe with a 10 
per cent market share, should 
emerge as a leading player. 

Currently, his company, which 
Is quoted on the Milan stock 
exchange, is outsold by Electro- 
lux (20.5 per cent of the market). 
Whirlpool (1L5 per cent) and 
Boscfa-fiiemenfi (11 per cent). 

The acquisition at the begin- 
wfng of 1988 of Indesit was a cor- 
nerstone of Mr Merloni's strat- 
egy: The company, essentially a 
manufacturer of low-price appli- 
ances, bad been rescued from clo- 
sure by the Italian government, 
whose provision of both a special 
adminis trator and financial cred- 
its was followed by a restructur- 
ing which gave reasonable opti- 
mism that it could definitely be 
brought back from the dead. 

Indesit was followed into the 
Merloni camp by an o the r loss- 
making facility, Fabrica Portugal, 
and then to 1989 by Scholtes, one 
of the leading French marques in 
the market for fitted kitchen 
equipment At the end of this 


process, Merloni has three brands 
— Indesit, Ariston «"«i Srbnitpg, 
for the low, medium and high- 
priced segments - and a strategy 
which its president cheerfully 
admits is borrowed from Swe- 
den's Electrolux. 

rvmtinnaiiy nfcrfphinp explana- 
tory graphs on a notepad, Mr 
Merloni explains that no single 
brand has more than a 20 per 
cent market share — the average 
is below 15 per cent - in any of 
the geographic zones in Europe 
in which white goods sales are 
monitored by the Nielsen Organi- 
sation, despite the fact that con- 
sumer surveys win show a far 
higher readiness to purchase a 
brand. The strategic response for 
market penetration, therefore, 
has to be the accumulation of 
brands serving the different price 
segments of the market. 

B ut Mr Merloni has no 
immediate intention of 
stepping out again cm the 
acquisition trail for a couple of 
years. “These must be years of 
consolidation," he says with an 
eye particularly on the compa- 
ny’s finances. In 1987, before 
Indesit, Merloni was returning 
consolidated operating profits of 
6 per cent of sales,, bad a net 
indebtedness of T.nohw ($H&5m) 
and net consolidated capital of 
Ll25bn. Net indebtedness last 
year was L260bn against a net 
capital of L147.1bn after post-tax 
profits of just LlOQm. 

The company is forgetting a 
one-to-one debt equity ratio by 
the end of 1991 and a return to a 
6 per cent ratio of operating prof- 
its to turnover by 1992. Some 
improvement in the financial 
ratios has been registered hi the 
first half of this year, with a 
Ll5bn increase in net capital and 
a restructuring which has estab- 
lished the company's debt as vir- 
tually all medium and long-term. 


Associated British Foods rises 
17% to £132m in first half 


By Clay Harris, Consumer Industries Editor, in London 


ASSOCIATED British Foods, the 

C as h- rich OK millin g and hairing 

group, made more money from 
investments than from trading in 
the first half of its financial year. 

ABF, one of Britain’s two larg- 
est bakers and manufacturer of 
Ryvita and Burtons biscuits and 
packer of Twinings tea, yesterday 
reported investment income of 
£67.5m (S331m) in the six months 
to September 29. 

This enabled pre-tax profits to 
advance 17 par cent to £132 9m 
despite a 7 per cent decline in the 
trading surplus in ABF's core UK 
food market 

The recent 1 percentage point 
decline in UK interest rates 
augurs badly for the future 
return on ABF's cash pile cf just 
over £l.Ibn. However, it said 
much of the money was invested 
in fixed-rate certificates of 


deposit, so the full impact of 
lower interest rates would not be 
felt until next year. 

ABF confirmed yesterday that 
it intended to write down the 
value of its 23 per cent stake in 
Berisford International at the end 
of the financial year. Berisford is 
the troubled parent company cf 
British Sugar, the beet processor 
which dominates the UK sugar 
market. 

At yesterday's price, this 
would require an extraordinary 
provision of more than £100m. 

ABF hopes Berisford’ s price 
recovers before then. Although It 
has been cleared to bid for Beris- 
ford without a referral to the 
Monopolies and Mergers Commis- 
sion, ABF plans to wait until the 
group opens its auction of B r i t is h 
Sugar. 

This is unlikely to happen 


before the Monopolies Commis- 
sion pronounces in January on 
the rival ambitions of Tate & 
Lyle, the cane sugar refiner. Tate 
would have a virtual UK monop- 
oly if it was allowed to buy Brit- 
ish Sugar. 

The rise in pre-tax profits from 
fill -3m was achieved on turn- 
over ahead 8 per cent to £L37bn 
(£1.27bn). Earnings per share rose 
to 19.2p (i6-2p), and the first 
interim dividend is increased to 
l&5p <14.7p). 

ABF blamed the slide in UK 
trading profits to £36. lm on 
increased competition and a con- 
tinuing decline in bread con- 
sumption, worsened by the hot 
summer. 

Trading profits from operations 
outside the UK rose 22 per cent to 
£30 .8m. 

Lex, Page IS 
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BA in talks on new German airline 


By Paul Sana, Aerospace Correspondent. In London 


BRITISH Airways is negotiating 
with German business partners 
on tiie creation of a new Berlin- 
based airline in which BA would 
own a 49 per cent minority stake. 

The UK airline is also threaten- 
ing to withdraw from its joint 
venture with Sabena of Belgium 
if the European Commission 
insists it gives up some of its 
London to Brussels services. 

BA has been seeking to develop 
European hubs in Brussels 
through the Sabena World Air- 
ways joint venture and in Berlin 
through an association with 
Interflug, the former East Ger- 
man airline. But BA’s European 
hub strategy has so far been frus- 
trated in Brussels by the Euro- 
pean Commission and in Ger- 
many by Lufthansa, the German 
national carrier competing for 
Interflug. 

The decision to consider set- 
ting up a new German airline. 51 
per cent controlled by German 


business interests, reflects BA's 
difficulties in negotiating the 
acquisition of a large minority 
equity stake in Interflug. 

Although there Is still the pos- 
sibility of a BA-Interflug deal, its 
chances have been receding as 
Lufthansa continues to put pres- 
sure on Bonn to take over the 
former East German carrier. 

This has prompted BA to draw 
up an alternative strategy involv- 
ing a new joint airline venture, 
which would absorb its internal 
German services. As a German 
company, it would also be free to 
apply for international routes out 
of the country. 

BA’s plan to set up another 
- hub in Brussels through the 
Sabena venture appears increas- 
ingly threatened by the delay of 
the European Commission to 
approve the deal 

BA has agreed to invest £37m 
(572.15m) in a 20 per cent stake in 
the Sabena venture. However, BA 


has warned that it will cons i de r 
pulling out of the deal if the EC 
forces it to relinquish some of its 
London to Brussels services. 

Those routes are “not negotia- 
ble”, says BA, which has been 
infuriated bv a campaign against 
the Sabena deal mounted by Mr 
Michael Bishop, the chai rman of 
British Midland Airways (BMA), 
the second-tier UK airline. 

. BMA has tried to win more 
European services from London’s 
Heathrow airport and has argued 
that the Sabena deal would 
undermine compe titi on. But BA 
says BMA simply wants to take 
over some of its assets through 
substitution and not competition. 

There is also a growing suspi- 
cion that SAS, the Scandinavian 
airline which owns 25 per cent of 
BMA, may be lurking in the 
wings in the event the BA-Sa- 
bena deal collapses. SAS unsuc- 
cessfully tried to buy a minority 
stake in Sabena last year. 


and two partners’ share in Ander- 
sen Consulting is now worth. “He 
Is trying to sow confusion in the 
market, one said. 

This public dispute highlights 
tile difficulties inherent in man- 
aging an international account- 
ing and consulting firm, where 
the parts of the business grow at 
very different rates, require dif- 
ferent levels of investment, and 
vary in terms of profitability. 
Press u res within Andersen led to 
the splitting of the firm Into two 
in November 1988. 

Andersen recently announced 
European revenues up 39 per 


cent to $L36bn in the year to the 
end of the August. Mr Larry 
Weinhach. the firm’s managing 
partner, said a key factor behind 
the growth was the decision to 
split the firm into two. 

Mr Vernon Ellis, head of 
Andersen Consulting in Europe, 
said yesterday that the problem 
was confixed to Spain and had no 
wider ramifications. “In tact, I 
am greatly encouraged that the 
great majority of the Spanish 
consulting partners resisted the 
temptation to make a capital gain 
by joining Recto and decided to 
stay with Andersen,” he said. 


reducing short-term bank debt by 
more than L25bu. 

Confidence in a return to sun- 
nier times is based on the convic- 
tion of a pay-off from a LlTDton 
investment p rogra m me over toe 
past four years and the belief 
that Indesit has not only now 
been digested, but that it is on a 
course which will strengthen its 
market position. 

Costs axe being rapidly reduced 
through automation and a LSObn 
reduction In stocks this year; 
product reliability and perfor- 
mance are being improved; and 
four plants will be closed in 
France and Portugal, together 
with a reduction in total employ- 
ment in Europe by L500. After 
acquiring Indesit, Merloni had a 
production capacity of 4m wash- 
ing machines, dishwashers and 
cookers. By the end of 1991 this 
will fell to asm. 

Mr Merited admits that flw* dif- 
ficulties of digesting Tnripgit were 
greater than he expected. At the 
beginning it was decided to main- 
tain two management structures 
until it was realised that they 
were incompatible. This was, it 
seemed, mainly because Indesit 
was imflhip to develop the more 
sophisticated product range 
needed for an essentially replace- 
ment market. 

At tha hffglmif ng nf this month, 

the two companies were formally 
merged, although in most coun- 
tries separate sales forces for the 
Ariston and Indesit marques are 
being retained. 

While straggling to sort out his 
greatly enlarged company, Mr 
Merloni was also hit by other 
Mows. Despite assurances to the 
contrary, the Portuguese govern- 
ment lifted quotas on exports of 
domestic appliances shortly after 
the purchase of Fabrics, and then 
the entire European market went 
soft, led by a 7 per cent fen last 
year in the UK, Merloni's moat 



for building products, drinks dispense, 
fluid power, special engineering, 
refined and wrought metals. 

IMI pic, Birmingham, England. 


Adsteam 
announces 
plans to 
cut debt 

By Kevin Brown in Canberra 

THE Adsteam group of 
companies controlled by Mr John 
Spalvlns is to be restructured to 
eliminate cross-shareholdings 
and reduce debt by at least 
A$3bn (US$2. 3bn), Mr Spalvlns 
announced yesterday. 

Mr Spalvlns also said that he 
and Mr Michael Kent, the 
Adsteam finance director, would 
resign from the boards of two iff 
the six group companies as soon 
as the restructuring was com- 
plete. Mr Spalvlns will remain in 
control of the other four compa- 


The announcement follows 
weeks of pressure to sell group 
shares on the Australian Stock 
Exchange, triggered by a series 
of critical analysts* reports 
focusing on Adsteam's debt bur- 
den of more than A$6.2bn. 

Adelaide Steamship, the main 
group company, fell to a low of 
45 cents on Friday, compared 
with a peak of A0KL5O last year. 
Adelaide Steamship recovered 
yesterday to 78 cents, up 18 cents 
on the day. David Jones, another 
key group company, dosed 18 
cents higher at AS2.60. 

Mr Spalvlns said the group's 
bankers had “in principle" 
backed for an 18-month restruct- 
uring programme aimed at 
Adsteam's Wnam-Sai and capital 
base am* avoiding a fire yip of 


Vittorio Mnrimri- fmitiwiinify sketching explanatory graphs 


Important inaiiet nflur Italy. 

At the same time, the lira 
strengthened by some 14 per cent 
against sterling. 

Needless to say, the company 
Is among those giving the war- 
mest possible welcome to 
Britain’s entry into the exchange- 
rate mechanism cf the European 
Monetary System, although Mr 
Merloni believes sterling’s cen- 
tral rate against the D-Mark is "a 
bit high" even iftt is satisfactory 
against the Bra. 

He Is not meeting much or 
any growth in toe west European 
market tins year, although over- 


all demand has been given some 
tone by unexpected orders of 
600,000 to 700,000 units from east- 
ern Europe. “Eastern Europe 
remains a special market. We can 
have no iri w what demand there 
will be next year," he says. 

He is opening showrooms in 
various east European capitals to 
complement the one in Moscow 
which opened 10 years ago. His 
main business in the Soviet 
Union is a 0400m contract to 
build a domestic appliance manu- 
facturing plant, which is being 
paid for by Soviet steel exports to 
hard-currency countries. 


The re stru c t uring p rogr am me 
will include toe sale of nan-core 
assets, proposals to raise new 

equity and tha a Uml n artnui gf tha 

complex cross-shareholding 
arrangements which analysts 
say It diffimit to judge the 
true value of the group. 

Adsteam will focus on Its 
extensive retailing activities. 
Including the David Jones 
department store, John ifarttmi 
and the Wool worths supermar- 
ket ch ain. Most of toe manufac- 
turing i nte rests will be sold. 

Mr Spalvins will remain group 
chief executive, but will “focus 
his attention" on Adelaide 
Steamship and David Jones. Mr 
Kent will supervise the restruct- 
uring programme and two out- 
ride directors will be appointed 
to the Adelaide Steamship board. 

Mr Spalvins said all Adsteam 
companies were trading satisfac- 
torily, but gave no details. The 
eventual profitability of the 
gr o u p companies would depend 
on “the size, scale and impact Of 
the debt reduction and restruct- 
uring programme,” be said. 

Analysts said toe announce- 
ment would reassure the mar- 
kets that Adsteam had accepted 
the need to restructure quickly. 
However, some said the lack of 
details meant some uncertainty 
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Fidelity Funds. 

The investment range 
for today’s markets. 

With heightened volatility in world stockmarfcets challenging even the 
most astute international investor, investment flexibility, choice and first- 
class fund management 


expertise are now more 
important than ever. 
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INTERNATIONAL COMPANIES A! 


Continental 

Pirelli 

merger 

possibility 

By Andrew Fisher in 

Frankfurt 

CONTINENTAL, the German 
tyre manufacturer, yesterday 
held out the possibility of talks 
on a merger with Pirelli, but 
only if the Italian company 
agreed to a moratorium on the 
use of any information 
obtained tat the negotiations if 
these collapsed. 

It made clear that proper 
tyflu; on a combination of the 
two companies' tyre activities 
would only begin if Pirelli 
agreed to these conditions. 

So far, it said, Pirelli had 
declined to submit to a morato- 
rium. Continental did not set 
out the conditions which a 
moratorium would include, or 
say how long it should last. 

It iB believed, however, that 
the German company wants 
Pirelli to agree not to buy or 
sell any Continental shares 
during the standstill and not to 
call a shareholders' meeting to 
try to use its voting support to 
gain control. 

The German company has 
already rejected the terms of 
an initial tai f p ni ff T offer from 
Pirelli, which has said It Is 
backed by holders of more 
than 50 per cent of Continen- 
tal’s shares. This includes a 
stake of 5 per cent held by 
Pirelli itself 
Continental said a special 
committee of its supervisory 
board had decided a morato- 
rium was necessary because 
talks over synergies and a pos- 
sible merger would mean that 
Pirelli, a competitor and share- 
holder, would obtain confiden- 
tial information. 

Thus it agreed with the man- 
agement board that talks could 
only start if possible damage to 
Continental and its other 
shareholders in the case of 
their collapse was removed by 
a moratorium. 

This would prevent Pirelli 
from using information to 
effect a takeover against Conti- 
nental's interests or to Indulge 
in insider trading to the 
disadvantage of other share- 
holders. 

Pirelli said last night that it 
was studying Continental’s 
proposals. 

ASKO holds 
talks to buy 
Co op stake 

GERMAN retail chain ASKO is 
negotiating to buy a stake in 
retailer Co op from DG Bank, 
Reuter reports from Frankfort 
“There are negotiations 
between ASKO and DG Bank 
(about a Co op stake)", ASKO 
said, confirming German news- 
paper reports. The company 
gave no further details. 

DG Bank said last week it 
was talking with several inter- 
ested parties about the sale of 
its 67.5 per cent stake in Co op. 
Banking industry sources have 
said German retail chain 
Edeka was also interested in 
acquiring Co op. DG Bank has 
said all bidders were interested 
in DG’s full stake. It expected 
no objections from the German 
cartel office. 


Savage Group investors 
seek to oust chairman 


By Andrew Hill in London 

INSTITUTIONAL shareholders 
in Savage Group, a 
USM-quoted hardware sup- 
plier, are backing an attempt 
to Oust the group’s ehairman 
and two executive directors. 

Mr Brian Cox, who is head- 
ing the attempted management 
coup, claims to have the sup- 
port of 48 per cent of Savage’s 
shareholders, including most 
of the main institutional inves- 
tors. 

Mr Cox — c.Tiplrmnn of the 
motor components group Cam- 
ford Engineering until it fell to 
a hostile bid earlier this year 
- has achieved a special share- 
holder meeting at which a new 
slate of six directors, including 
three former Savage employ- 
ees, will be put forward for 
election. 

Savage, which grew rapidly 
through acquisitions in the UK 


and the Continent between 
1986 and 1988, has been hit by 
the decline in the do-it-yourself 
market. But Mr Cox claims 
that the market has now stabi- 
lised. 

“What we have done is to go 
to institutions which are dis- 
contented with their invest- 
ment and persuaded them that 
we would put the value back in 
the company fastest," he 
explained yesterday. 

Savage’s profits rose only 
marginally to £7.3m in 1988-88, 
and a month ago the group 
announced that interest 
charges and redundancy costs 
had helped cut pre-tax profits 
to just £51,000 last year. The 
share price has dived from a 
peak of more than 320p before 
the October 1987 stock market 
crash to around yesterday's 
closing price c£ 32p, up 2p. 


Mr Nick Savage, c h a irm a n , 
owns just under 13 per cent of 
the shares and other directors 
account for a further 7 per 
cent. 

Mr Cox, who would be chair- 
man of the reconstituted Sav- 
age board, Haims his team’s 
proposals are backed by Nor- 
wich Union - Savage’s largest 
institutional investor with a 9.6 
per cent stake - Aetna Unit 
Trusts, Scottish Mutual, Equi- 
table Life, Abbey Life and Scot- 
tish Amicable. 

The special meeting will vote 
on resolutions to remove Mr 
Savage, Mr David Brown, chief 
executive, and Mr David Step- 
hens, finance director. 

Mr Stephens sa i d last night 
“We are surprised [by fc he 
move] because shareholders 
have not contacted the com- 
pany with their concerns." 


New twist in Skoda stake battle 

By William Dawkins in Paris 


RENAULT and Volvo 
yesterday were back in the 
running in the competition 
against Volkswagen of Ger- 
many for a large minority 
stake in Skoda, the Czechoslo- 
vak carmaker. 

The odds in favour of the 
Renault- Volvo alliance were 
Improved by a statement from 
the Czechoslovak En gineeri ng 
Ministry yesterday, which said 
that the government and 
Skoda were still open-minded 
on which bid to accept. 

This is contrary to discour- 
aging comments about the 
Franco-Swedish approach last 
week from senior Czechoslovak 
figures. Including Mr Marian 

p-aifa tiie prime minister. 

It adds a fresh twist to a 
battle which is crucial to both 
camps' attempt s to get a foot- 
hold in eastern Europe’s most 
advanced car industry at a 
time when their sales in tile 
west are starting to flag. 

“Renault Still h«a a fhannp 
Our chances have never been 
so good as they are now," 
maintained Mr Jean-Marc 
Lepeu, international affairs 
director for the state-owned 


group, who revealed fresh 
details of the proposal. 

The Renault-Volvo offer 
envisages an investment of 
FFrl3bn-FFrl4bn ($2.77bn) 
between 1991 and 1999. Of the 
total, they would contribute 
FFrL4bn in cash in exchange 
for which the pair would get 40 
per emit of Skoda’s equity. The 
rest would come from borrow- 
ings and Skoda’s own cash 
flow and include “several hun- 
dred winimw francs" for train- 
ing, Mr Lepeu said. 

Volkswagen is offering 
DM7bn (FFr23bn) over five or 
six years. 

Mr Lepeu decline to specu- 
late on why the Prague author- 
ities had made such conflicting 
signals. He expected a decision 
in December, two months later 
thaw SlrnHa haH plawiwJ origi- 
nally. 

Mr Lepeu said the aim would 
be to lift Skoda’s animal out- 
put from the present 190,000 
cars to 250,000 by 1993 and 
400,000 by the end of the 
decade. 

During this time, he expec- 
ted Skoda to lose a large part 
of tile Czechoslovak martcAt to 


western competition, as a 
result of which it would need 
to boost exports, so that a third 
of sales would go to other cen- 
tral European countries and 
another third to the west. 
Skoda’s domestic market share 
would decline from the present 
top estimate of 80 per cent to 
around 35 per cent 

Initially, Skoda would con- 
tinue with its current Favorit 
range, to be joined in 1993 by 
the Renault 19. which would be 
joined by a bottom range Ren- 
ault car still on the drawing 
board. 

By 1998, the plan is to launch 
a replacement for the Skoda, 
probably based on a Renault- 
Volvo joint platform, Mr Lepeu 

Raid 

■ Citroen, the privately-owned 
French carmaker, is nearing 
the final stage of an accord 
with China to make 150,000 
veh riles a year in Wuhan. 

The proposal is to make a L5 
litre Cltrogn, a new model to 
be launched in Europe next 
March. Financing of the 
FFrL3bn Investment recquired 
in China is the final point to be 
set t led, Citroen officials said. 


Henkel sales 
rise 7% to 


nine months 

HENKEL. the German 
chemicals group best known 
for its range of washing pow- 
ders, said sales for the first 
nin e months of 1090 rose 7 per 
cent to DM3.7lba (US$2.47ira) 
compared with the same 
period last year, Reuter 
reports from Duesseldorf. 

The company gave no profit 
figures. In the first three quar- 
ters exports dropped 2 per cent 
to DM1.34bn from year-ago 
levels. Chemical product sales 
eased 1 per cent to DM1.07bn. 

Sales of personal care prod- 
ucts jumped 23 per cent to 
DM408m. Sales of hygiene 
products rose 17 per cent to 
DM3 72m and sales of glues 
and technical products 
climbed 12 per cent to 
DM56 lm. Det e rgent sales rose 
3 per cent to DMl.Olbu. 

In Angnst Henkel said it 
expected profits to continue to 
grow in the second half of this 
year, after six months pre-tax 
profit expanded slightly to 
DM363m. Group profit for 
1989 as a whole totalled 
DM404 m. 


Hiibscher to join Treuhand 


By Andrew Fisher in Frankfurt 


MR WILFRIED Hftbscher, who 
recently resigned as general 
manager of the Berlin Stock 
Exchange after less than a year 


in the post, is joining the Treu- 
hand, the trustee agency 
responsible for privatising for- 
mer East German companies. 

He will head the Treuhand 
department dealing with hanlm 
which want to take stakes for 
themselves or their investment 
clients in east German compa- 
nies being privatised. 

“1 hope to have a lot to do 
with British banks, since they 
have plenty of experience in 
privatisations," he said. Japa- 
nese hanks had also expressed 
interest in east German 
operations. 

The Treuhand, based in east 
Berlin, is charged with the 
sale, financial recovery, or clo- 


sure of around 8,000 east Ger- 
man companies. 

Mr Hubscher, 40, resigned 
from the Berlin Stock 
Exchange over differences of 
opinion on policy and adminis- 
tration. He wanted to develop 
the exchange - one of the 
smaller of Germany’s eight 
stock markets - in line with 
the opening up of eastern 
Europe and the financing 
needs and investment chal- 
lenges now facing the eastern 
states of a united Germany. 

He will join the Treuhand 
next month, having agreed 
with the Stock Exchange that 
he could leave before his con- 
tract expired next March 31. 
Mr Hubscher has previously 
worked at the Bundesbank and 
as an official of the Federation 
of German Stock Exchanges. 


Saft suspends 
talks over Nife 

SAFT, the batteries subsidiary 
of France’s Compagnie Gdnftr- 
ale d ’Electricity (CGE). has 
suspended its negotiations 
with Cardo, the Swedish hold- 
ing company linked to the 
Volvo group, over the purchase 
of its Nife batteries division, 
writes George Graham. 

Saft official* said the talks 
had broken off principally over 
the question of price, but could 
be reopened. They said a 
link-up with Nife still appeared 
to make Industrial sense. 

The deal would have created 
a substantial batteries group, 
linking Safi's alkaline battery 
expertise with Nife’s speciality 
of nickel cadmium cells. 

Saft is the world's largest 
supplier of alkaline batteries. 
Saft made FFrllSm (322.8m) 
net profit last year on turnover 
of FFrt.lbn. 


Scott Paper pays 
SI 30m for 51% 
of joint venture 

SCOTT Paper, the world’s 
largest producer of sanitary 
tissue, has paid $130m for a 51 
per cent stake in a joint ven- 
ture with Feldmdhle, the West 
German paper group, Reuter 
reports. The new company, 
which has still to be named, 
will take over Feldmuhle’s tis- 
sue paper division. 

Scott said it would pay 
another 3130m plus interest 
after three years, when it has 
the option to take over the 
remaining 49 per cent of the 
new company. 

Feldmuhle, a unit of Feld- 
m nhie Nobel, first announced 
the plamwd venture in June. 
Feldmuhle’s tissue paper divi- 
sion had turnover of 3300m in 
1989. Scott has annual Euro- 
pean sales of around $1.2bn. 


Winterthur sees 
lower growth 

WINTERTHUR, the Swiss 
insurance group, expects 
lower premium growth in 1990 
in all areas except for domes- 
tic life insurance business, 
Reuter reports. 

Mr Peter Spaelti, chairman, 
says: “Given the Swiss franc’s 
present strength, above all 
against the dollar, the pre- 
mium growth should reach 
almost 5 per cent in franc 
terms." 


SocGen shake-up 

SOCIETE GENERALE, the 
French bank, is to concentrate 
its UK corporate finance and 
M&A within its London-based 
Socle to Generate Merchant 
Bank. This will entail the 
transfer of activities from its 
securities arm, Sotiete Gener- 
ate Strauss Turnbull Securi- 
ties. 
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Notice of Redemption 

U.S. $100,000,000 

Floating Rate Depositary Receipts due 1992 

issued by Bankers Trustee Company Limited 
evidencing entitlement to payments of 
principal and interest on deposits with 

Banco di Sicilia 

(Established in the Republic ofltaiy as a Public Credit Institution) 
London Branch 



BANCO Ji SICILIA 


NOTICE IS HEREBY GIVEN rhar in accordance with Condition 
•lib) of the Conditions of the Depositary Receipts, die Bank will repay 
all the outstanding Depositary Receipts ac their principal amount on 
7th December, 1990 (the “Repayment Date”) when interest on the 
Depositary Receipts will cease ro accrue. 

Payment of the Depositary Receipts will be made on and after the 
Repayment Date upon presentation and surrender of the Depositary 
Receipts, with all unmatured coupons artached, at the office of any of 
the Paying Agents listed below. 

Accrued Interest due on 7th December, 1990 will be paid in the 
normal manner against presentation and surrender of Coupon No. 10, 
on and after the next Interest Payment Date being 7ch December, 
1990. 

Upon the due date for repayment of any Depositary Receipts, 
unmatured Coupons relating to such Depositary Receipt j whether or 
not attached) shall become void and no payment shall be made in 
respect thereof. Where any Depositary Receipts are presented for 
repayment without all unmatured Coupons minting thereto, 
redemption of such Depositary Receipt shall be made only against the 
provision of such indemnity and security as the Depositary Trustee 
shall require. 

Paying Agents 

Bankers Trust Company Swiss Bank Corporation 

1 , Appold Street | Acschenvonradr 

. Ch-4002 Basle 

London EC2A 2HE 


Banque Indosucs Belgique S.A. 
rue des Colonies 40 
B-1000 Brussels 


Banque Internationale a 
Luxembourg S.A. 

09 Route d'Esch 
L-1470 Luxembourg 


I Bankers Trust 
Company, London 
6th November. 1990 


Agent Bank 




with failed 



By Bernard Simon in Toronto 

TWO OF Canada’s leading 
auditing firms have made sub- 
stantial contributions towards 
a C$l25m (US$107.3m) settle- 
ment with the liquidators of 
two Alberta banks which col- 
lapsed in 1985. 

In agreeing to the settle- 
ment, the two firms, Ernst & 
Young International and Peat 
Marwick Thorne, admitted no 
liability or fault for their role 
in the failure of Canadian Com- 
mercial Bank of Edmonton and 
Calgary-based Northland Bank. 

The firms and a group of for- 
mer CCB senior officers and 
directors said they were set- 
tling legal, claims brought by 
the liquidators "given the 
uncertainty of the final result, 
the prospect of substantial 
delay and the enormous costs 
and other burdens of litiga- 
tion". 

Even before the financial set- 
tlement was announced, the 
Alberta banks affair bad 
spawned a good deal of 
soul-searching in the Canadian 
auditing profession. 

Questions have been raised 
about the profession's system 
of self-discipline and, in partic- 


ular, about the negotiations 
which are standard practice 
between banks and their audi- 
tors in the compilation or 
finawriai statements. 

Ernst & Young and Peat 
Marwick have agreed to pay 
C$43. 5m (US$37.3m) between 
them in settlement of c la im s 
relating to Northland Bank. In 
tiie case erf CCB, the settlement 
is CS82.5m (USS70.8m). split 
between the auditors, officers 
gnrf directors. A Peat Marwick 
official yesterday declined to 
provide a further breakdown of 
the payments. Both firms are 
understood to carry liability 
insurance. 

The liquidators, who claimed 
a total of C3544m (US$466.9m), 
qupg pd the auditing firms, offi- 
cers and directors of the two 
banks had failed in their 
duties. Similar claims were 
brought by the Canadian gov- 
ernment and the Canadian 
Deposit Insurance Corp. 

At the beginning of 1989, 
eight individuals of the two 
firms agreed not to act as 
senior partners on the audit of 
deposit-taking institutions 
until December 1990. 


The auditors were strongly 
criticised by a 1986 judicial 
report Into the collapse of the 
two banks. The report ssdd the 
auditors foiled to determine 
whether the banks’ financial - 
statements fairly reflected the 
true condition of the two insti- 
tutions. which were heavily 
exposed to the then-depressed 
we stern energy and real-estate 
markets. 

The report singled out the 
auditors’ willingness to accept 
the banks' definition of “wor- 
kout” loans, on which they 
continued to accrue interest 
although none was being paid. 

Regulatory supervision of 
C an inHan bank auditors. has 
been significantly tightened : 

wee the report The Canadian 
Institute of Chartered Accoun- 
tants is working on new 
accounting standards for 
banks. 

The CICA said m a state- 
ment that the Alberta bank 
settlements “remind u s how 
important it is that auditing 
ami accounting practices serve 
the needs of the Canadian and 
International business environ- 
ment". 


General Cinema 
cancels $240m offer 


By Nikki Tall In New York 

GENERAL Cinema, whose 
interests range from speciality 
retailing to theatre circuits, 
has withdrawn its $240m ten- 
der offer for the outstanding 
shares in Neiman-Marcus, the 
US department store group, 
less than one week after the 
deal was announced. 

General Cinema, which 
recently sold a sizeable share 
stake in the UK’s Cadbury- 
Schweppes and is sitting on 
cash balances of over $L5bn, 
said its decision followed a 
withdrawn recommendation by 
the independent directors of 
Neiman-Marcus. 

The cinema group has three 
board seats but is outnum- 
bered by four “Independent 
directors" who formed the 
"special review committee". 

It already owns 16£m of the 
33.2m Neiman-Marcus shares 
oatstanding and hag an addi- 
tional tranche of convertible 
preferred stock. If conversion 
took place. General Cinema’s 
stake in the retailer would rise 
to around 60 per cent. 

Shares in Neiman-Marcus, 
which rose by around 33% to 
just above the 314.40 after price 


when the deal was announced, 
tumbled by $2% to 312% in 
early New York trading yester- 
day. 

Since the tender was 
announced, objections had 
been raised by some minority 
shareholders, who regarded it 
as ungenerous and believed 
there was scope fix: bargaining 
up the price, although not aft 
analysts agreed. 

General Cinema already 
faced the usual shareholder 
class action suits, while the 
Mario Gabelli group, the sec- 
ond hugest external holder of 
Neiman-Marcus stock, had 
suggested that the auction pro- 
cess was just starting. 

Consummation of the offer 
also depended on at least 50 
per cent of the shares not 
owned by General Cinema 

hang tendered 

Yesterday, Weil Gotshal & 
Manges, lawyers for the inde- 
pendent directors, refused to 
comment on the reasons for 
reversing the decision. It 
declined to discuss whether 
there h»d been shareholder 
pressure and whether any new 
information Had come to light. 


Grumman net income up 


By Martin Dickson in New York 


GRUMMAN, the US defence 
aerospace contractor, yester- 
day reported a 51 per cent 
third-quarter rise in net 
Income, helped by higher sales 
and profits from the F-14D 
naval fighter aircraft. 

The company reported net 
income of 325.6m, or 75 cents a 
share, against 316.9m (48 cents) 
in the corresponding period 
last year. Sales were up 11 per 
cent at 31-Olbn. The figures 
were in line with market 
expectations. 

Grumman, in common with 
other defence contractors, 
faces a much more difficult cli- 
mate as Pentagon budgets are 
cut. and the company has indi- 
cated that sales next year are 
likely to be lower. 


Mr Renso Caporali, chair- 
man, said Grumman 's cost-cut- 
ting programme was working, 
with the quarterly profit mar- 
gin rising from 53 per cent to 
6.1 per cent. The company has 
also reduced its heavy debt 
burden by more than 360m this 
year. 

Long-term debt stood at 
3820.2m at the end of Septem- 
ber, compared with 3865.7m a 
year earlier, while interest 
costs were down 3800,000 at 
$24An. 

For the first nine months of 
the year net income was 
368.9m, or 32 a share, on sales 
of 52-92hn. In the same period 
of last year net Income was 
352.5m ($1.50) on sales of 
32.69bn. 


Citicorp debt ratings lower 


STANDARD & Poor's, the US 
credit rating agency, said it 
had lowered its ratings on the 
senior debt of Citicorp, and 
units Citicorp Overseas 
Finance, Citicorp Overseas 
Finance and Citicorp Finance 
Pic to single-A-pIus from dou- 
ble-A-minus, AP-DJ reports. 

Also lowered are the subordi- 
nated debt issues of Citicorp, 
Citicorp Overseas Pittance 
Corp. Citicorp Person-to-Person 
and Citicorp Banking Corp, to 
single-A from single-A-plus. 
and preferred stock ratings of 
Citicorp to single-A-minus 


from single-A, S&P said. 

The ratings on certificates of 
deposit, deposit note pro- 
grammes and letter of credit 
backed issues of Citibank, Citi- 
bank (South Dakota), Citibank 
(New York State). Citibank 
(Arizona) and Citibank (Nev- 
ada) are lowered to Double-A- 
Minus/Ai-Plus from Double-A/ 
Al-PIus. 

Finally, the commercial 
paper ratings of Citicorp and 
BLC Corp are lowered to Al 
from Al-Plus. S&P said. 

About 322 bn of debt and pre- 
ferred stock is affected. 
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CP earnings 
tumble by 
two-thirds 

By Robert Gibbons 
in Montreal 

THE DEEPENING North 
American recession took a 
severe toll an Canadian Pacific 
in the third quarter and first 
nine months. The Canadian 
group warned that fourthHicar- 
ter results would also be weak 
despite a rebound at its energy 
subsidiary. 

CP’s third-quarter earnings 
were C$743m (US364m), or 23 
cents a share, down two-thirds 
from C3213.4m (67 cents) a year 
earlier on revenues which were 
unchanged at CtKfibn. 

The main problem was a col- 
lapse in profits from wholly- 
owned CP Forest Products 
because of sluggish markets 
for palp and newsprint and a 
strike. CP Bail declined 
because of the recession’s 
heavy impact on commodity 
movements and gtuggish g rain 
exports. 

.Shipping suffered from toe 
erosion of rates, while tracks, 
hotels, telecommunications, 
manufacturing, property and 
coal operations had mixed 
results. 

The contribution from Laid- 
law, the big North Amorimm 
waste management affiliate, 
was stable. 

CP’s nine-month earnings 
were C8252.1m, or 79 cents a 
share, down from C$554Jhn 
(C$1.75). The yeer-earlier 
period included 25 cents-a- 
share in special gains, mainly 
from the sale of toe bulk ship- 
ping business. Revenues were 
C$7 .8bn against C$7 Jbn. 

CP Bail's performance bene- 
fited from a strong first half, 
but most other subsidiaries, 
except PanCanadian Petro- 
leum, showed poor results. 

CP said forest products mar- 
kets would not turn around in 
the near term, and the North 
American recession would con- 
tinue to reduce profit margins 
throughout the company’s 
operations. The one bright 

Spot: PanCanadian with higher 
oil prices. 

Viasa reports 
loss of $25m 

By Joseph Mann 

in Caracas 

VIASA, the Venezuelan 
government’s international air- 
line, and a prime candidate for 
privatisation, lost US$25 .8m 
during the fust six months of 
this year. 

Mr Eduardo Quintero, the 
company's president, said that 
while gross income grew by 44 
per cent during the period, 
there had been an 82 per cent 
rise In operating costs. Also. 
Viasa this year had not 
received the large government 
export incentives that previ- 
ously bolstered its income. 

The airline, which fliw? to 
the US, Europe, Latin- America 
and the Caribbean, has had a 
chequered history In terms of 
profits and quality of service. 

Mr Quintero, a respected 
mana ger from the private sec- 
tor, took over earlier this year. 
The government hopes he will 
be able to sell a minority share 
to a large international arrima 
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Domestic 
sales prop 
Nissan 
Motor 

By Robert Thomson 
in Tokyo 

NISSAJt Motor yesterday 
reported a 5.4 per cent 
increase to Y93.ibn ($722m) ln 
pre-tax profit for die first half 
to end-September as strong 
domestic demand compensated 
for sluggish foreign sales. 

Total sales for Japan’s see- 
oon largest automaker rose 7 
per cent to Y2,050bn, bnt 
exports were down from 
516,459 units in the corre- 
sponding period last year to 
462,979 units, while foreign 
production of vehicles fell 3JJ 
per cent to 308,713 units. 

The company reported an 
8.4 per cent increase in domes- 
tic sales to 717,915 units, the 
seventh consecutive period of 
increase, while domestic 
vehicle production was no i_i 
per cent to 1.19m units. 

Mr Atsushi Muramatsu, Nis- 
san's executive vice-president 
and chief financial officer, 
the improved result In the first 
half “directly reflects” the 
robust domestic market, 
though he expressed concern 
about the economic climate In 
the second haif. 

^ “Looking ahead, we expect 
that the situation in the Per- 
sian Golf, unfavourable 
exchange rates and rising 
interest rates win contribute 
to a more dHTtmif operatin g 
environment in the second 
half," Mr Muramatsu said. 

For the full year to end 
Mar ch, the company forecasts 
sales to increase by 2.4 per 
cent to Y 4,1001m, and pre-tax 
profit to total Yi80hn, down 
from last year’s Y184bn and 
down from the previously -ex- 
pected Yl90bn. 


Good first 
half at 
Hino Motors 

By Robert Thomson! 

HINO Motors, the Japanese 
track maker, reported a 25.7 
increase in pre-tax profit to 
YlSbn (810m) In the first half 
to the end of September, as 
exports to south-east Asia rose 
sharply during the period. 

Sales increased by 1L2 per 
cent to YS21.2bn, with mar- 
ginal growth in a crowded 
domestic market, bat with a 
40JB per cent .rise in export^., 
mainly to south-east Asian 
countries. 

For the full year Jn eq£- 
March, the company expects 
an 8.3 per cent increase in 
sales to Y650bn and a pre-tax 
profit of Y22hn, an 1L7 per 
cent increase. 

Sgber depreciation charges, 

an increase in research and 
development spending, and 
higher expenses generally are 
blamed for the predicted 
slower profit growth in the 
second half. 

Toray profit 
rises to 

mid-term record 

By Emflco Terazono 

TORAY, the top Japanese 
maker of synthetic fibres, yes- 
terday ported a 4 J. per cent 
increase In pre-tax profit to a 
record Y28.4bn <$220m) for the 
first half of the business year. 

Reporting unconsolidated 
results for the six months to 
the end of September, Toray 
said sales rose 6J3 per cent to 
Y290.4bn. A steady 6.3 per 
cant growth In sales of fibres 
and textiles supported by 
increased sales of new types of 
polyester and synthetic suede 
contributed to the rise. 

Net profits were 4.7 per cent 
higher from the corresponding 
period last year at Y14bn. 


will grow 6.5 per cent to 
Y585bn for the year as a 
whole, but forecasts a decline 
in pre-tax profit because of 
increased costs, especially 
labour and petrochemical 
material costs, in the coming 
yinnthft. 


I NTERNATIONAL companies and finance 

State pumps NZ$620m into BNZ 


By Terry Nall in Wellington 

SWEEPING measures to 
restore Bank 0! New Zealand 
(dNZ) to economic health were 
“^^ed yesterday after it 
reverted] NZS2*3bn (USSl.72bn) 
Mdoubtful or underperforming 

The New Zealand govern- 
ment will contribute NZ$620m 
to _ a capital restructuring 
which Includes the formation 
of a separate company to hold 
the bank's NZ£L83bn underper- 
forming loans. Mr Lindsay 
Pjme. managing director, said. 

"This initiative, which 
involves the formation of a 
new company, wifi deal with 
the legacy of the poor lending 
practices of the past," he told a 
news conference. 

BNZ, which before the deal 
was 51 per cent owned by the 
New Zealand government, 30.6 
per cent by Fay. Riehwhite, the 
New Zealand merchant bank, 
and the rest by the public, 
greeted the rescue package 
with relief. 

The plan aims to improve 
BNZ's trading position and 
lead to an early resumption in 
profits after the current year’s 
predicted losses of up to 
NZ885m after extraordinary 
items, and a missed interim 
dividend. 

Yesterday, BNZ posted half- 


year trading profits of NZ$55m 
up from NZS5UQ a year ago 
and forecast full-year trading 
profits of between NZJUSm 
and NZSlSOm. 

The doubtful and underper- 
forming loans were swollen by 
huge potential losses on lend- 
ing in Austr alia — resulting 
from the deteriorating econ- 
omy and high interest rates 
there - which have only 
recently come to light 

BNZ feels that with some 
leading Australian fac- 

ing serious diffic ulties due to 
lax lending up to last year, and 
with BNZ's balance sheet prob- 
lems brought into the open and 
addressed, it will now be able 
to battle vigorously for 
increased market share. 

Mr Pyne said BNZ’s doubtful 
loans include some which are 
currently earning interest but 
could become non-performing 
if the Australian economy 
were to deteriorate further. 
The list consists of underper- 
forming loans of NZ$2.28bn 
plus performing loans and 
other exposures of NZ$550m. 

The bank expects specific 
debt provisions of NZ$L75bn, 
of which NZS950m was recog- 
nised by the bank at March 31. 

The company set up to hold 
the NZ$2. 83bn doubtful debts - 


as yet unnamed - will be 81 
per cent controlled by the gov- 
ernment and 19 per cent by 
Fay. Riehwhite. Small share- 
holders will not be asked to 
contribute because of the weak 
state of the market. 

It will be funded by the gov- 
ernment buying NZ$420 m in 
preference shares and Fay, 
Riehwhite contributing 
NZ$50m in ordinary shares. 

It stands to be a good com- 
mercial deal for the govern- 
ment, which will receive 15 per 
cent per annum on its invest- 
ment This will come from BNZ 
surrendering its accumulated 
tax losses. In effect the gov- 
ernment will gain tax from the 
bank at a high rate, which it 
would not have received for 
years. Fay, Riehwhite is to be 
paid a floating interest rate of 
around 14 per cent 

Fay, RJchwhite’S sharehold- 
ing in BNZ will drop because of 
the deal to 268 per cent while 
that of the government will 
rise to 623 per cent of the ordi- 
nary shares, or 583 per cent of 
the voting shares. 

It is believed funding pres- 
sures limited Fay, Richwhite's 
involvement to NZglGOm under 
a complicated subsidiary deal 
whereby it will sell 85.7m of its 
ordinary shares to the govern- 


ment at 70 cents eachJWr Pyne 
said, the deal will facilitate 
BNZ’s sale, as 

It can now be sold without the 
new company carrying the 
doubtful debts. 

Prime Minister Jim Bolger 
said yesterday that BNZ's prob- 
lems made him more disposed 
to its sale, but this was not an 
appropriate time for a sell-off 

Ms Ruth Richardson, finance 
minister, said the govern- 
ment’s emergency action in 
injecting more capital meant 
that New Zealand’s forecast 
NZ$89m budget surplus had 
been revised to a NZ$lbn defi- 
cit. 

Mr Pyne sa i d last night that 
developments in Australia 
were "really damaging" the 
bank's capital base, as 80 per 
cent of the bad loans were 
stemming from there. 

"This deal will make the 
bank more profitable by the 
effect of cancelling our non 
performing debt.” He said it 
put pressure on BNZ to get the 
utmost revenue out of its poor 
quality loans. 

"We couldn't have gone on 
without this restructuring. 

"The BNZ is finally in a posi- 
tion to go forward and play its 
part in the New Zealand econ- 
omy,” he said. 


S0CIETE INTERNATIONALE PIRELLI S.A. 

BASLE 

Pirelli U.K. International Finance B.V. 
n% £40 Million Guaranteed 
Convertible Bonds 1985-2000 
in accordance with condition 1 1 (B) (f) (i) of the first 
schedule of the Trust Deed for the above 
mentioned convertible bonds, notice is hereby given 
to the Bondholders that the General Meeting of the 

Shareholders of Soci6t6 Internationale Pirelli S.A. 
will be held in Basle on 

Friday December 14, 1990. 

Requests for conversion into ordinary shares filed 
on/or before November 23, 1990 shall be submitted 
to the above mentioned General Meeting for the 
creation of the shares needed to satisfy the 
conversion requests. 


Clarke replaces Elliott as Elders chairman 


By Kevin Brown in Canberra 

ELDERS XXL, the Aust ralian 
brewing conglomerate, yester- 
day announced, the resignation 
of Mr John Elliott as non-exec- 
utive chairman and his 
replacement by Mr Nobby 
Clarke, the former chief execu- 
tive of National Australia 
Bank. 

Mr Elliott, who was replaced 
as Elders' chief executive ear- 
lier this year by Mr Peter Bar- 
tels, was appointed deputy 
chairman and consultant to Mr 
Clarke . 

Mr Clarke said Mr Elliott 
had done "a great job” for 
Elders, but "we have come to a 
watershed in the company’s 
history, and another team, of 
which John is a very commit- 
ted member, will take over and 
move it forward.** 

Mr niarice said he hoped his 


appointment would help 
restore confidence that every- 
thing possible was being done 
"to stabilise Elders and its 
share price and to do the 
things that are necessary.” 

Analysts said the demotion 
of Mr Elliott to deputy chair- 
man was unlikely to make 
much difference to the man- 
agement of the company, 
which has been firmly in Mr 
Bartels’ hands since he took 
over as chief executive. 

However, the appointment of 
a former senior banker to head 
the Elders board would help to 
consolidate the renewal of con- 
fidence in the group which fol- 
lowed the announcement of 
plans for Asahi Breweries of 
Japan to take a 20 pm- cent 
stoke. 

The Asahi deal stabilised 


Elders’ share price by provid- 
ing for a cash injection of 
A$759m (US$590m)for Harlin 
Holdings, Mr Elliott's private 
company, which will be left 
with a 39 per cent stake in 
Elders. 

The cash injection will 
enable Harlin to reduce its 
AS1.85bn debt to a banking 
syndicate led by National 
Australia Bank, but will 
leave the company around 
AJLSbn in debt including other 
towns and preference share cap- 
ital. 

Hflrfrn could face finanring 
problems next year because its 
dividend income from Elders 
- its only source of income - 
is insufficient to service the 
interest payments on its loans. 

However, the increasing con- 
fidence of the market in 


Elders’ management will help 
Harlin by increasing the value 
of its shareholdings raising 
prospect that its remaining 39 
per cent stake could be sold to 
reduce its debt burden. 

Elders has also benefited 
recently from the provisional 
approval announced by the UK 
Monopolies and Mergers Com- 
mission for a pubs-for-brew- 
eries swap between Grand Met- 
ropolitan and Courage, Elders' 
UK brewing subsidiary. 

Elders has abandoned Mr 
Elliott's original plan for a cap- 
ital return of AJ2bn to share- 
holders, but is pursuing 
revised proposals to refocus 
itself as a global brewer based 
on its Fosters brand in Austra- 
lia, Courage in the UK, and its 
interest in Molson in Canada. 
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Yorkshire Bank shows growth 


By David La sceUes, Banking Editor 


YORKSHIRE Rank, the newly- 
acquired UK retail banking 
subsidiary . of the . .National, 
Bank 6£ AusfiafiaTmaide apre-' 
tax profit of £92.1m (JlflOm) in 
the ficst : niii0 montiis of this 
year.' 

Because the Yorkshire Bank 
is in the process of adjusting 
Its accounts to NAB’s, no pre- 
cise comparison with the previ- 
ous year are available. The 
bank saud yesterday, however, 
that this was equivalent to an 
annualised profit growth of 
about 9 per cent Last year, 
Yorkshire Bank earned 
£1 13,1m. 

The bank earned higher 
interest commissions and fees, 
but this was offset by a sharply 


higher charge for bad and 
doubfol debts: £27.4m in the 
first nine months compared 
with n&ftri for the whole 'at 
last year. - 

Mr Graham Sunderland, gen- 
eral manager, said that operat- 
ing conditions were much 
tougher. “We’re doing a lot 
more nursing among our cus- 
tomers,” he said. The result 
represents a return of about 
13.7 per cent before tax on the 
nearly £lbn which NAB paid 
fix- Yorkshire at the end of last 
year. But the bank's own inter- 
nal rate of return on capital 
was an effective 37 per cent, 
which means Yorkshire should 
retain its title as the UK’s most 
profitable bank. 


Volkskas 12.6% ahead 
at the halfway stage 

By Philip GawWi in Johannesburg 


VOLKSKAS, one of South 
Africa’s five leading banking 
groups, has achieved a modest 
improvements in profits in the 
six months to end-September 
amidst a slowing economy. 

Operating profit at R156.8m 
(SBL4xn) was only 123 per cent 
up on 1389’$ R139-2m. Attribut- 
able income rose by 12.4 per 
cent to R5&2m from. R50m. 

Dr Danie Cronje, managing 
director, said the increase in 
group net income was limited 
by a sustained high level of 
interest rates which kept inter- 
est margins under pressure. 
“ High interest rates, together 
with the effect of an economic 
downswing, further exacer- 
bated credit risks and the pro- 
vision for doubtful advances 
was Increased by 35.4 per cent 
to R76.5m," Dr Cronje said. 

A slowdown in economic 
activities, he added, was 


reflected in group advances 
ami acceptances showing only 
a moderate increase of 53 per 
cent during the last six 
months. 

Dr Cronje said the factors 
inhibiting profitability were 
expected to continue during 
the second half of the year, but 
successful containment of 
costs and an anticipated 
improvement in interest 
Income should allow profits for 
the year to increase. 

Volkskas is currently 
involved in talks with other 
flnawHal insti t utions — Allied. 
United and Sage - with a view 
to merging their interests into 
a major new financial services 
group. 

Earnings per share rose by 
11 per cent, from U7.7 cents to 
130.7 cents, and the dividend 
has been .increased from 25 
cents to 27% cents a share. 


Mr Sunderland said the NAB 
was a "more pro-active” owner 
than Yorkshire’s previous pro- 
prietors, four at the large clear- 
ing banks. 

Yorkshire had set itself the 
target of expanding its branch 
network by 5 per cent a year, 
which was ambitious and 
would require much long-range 
planning. 

He said Yorkshire’s execu- 
tive management had formed 
an excellent relationship with 
NAB, and shared the same 
aims of inaintaintng the bank's 
essential character, ensuring 
that customers' needs were 
paramount, arid improving the 
quality of service. 


Mitsubishi 
Metal lifted by 
site sale profit 

By Emlko Terazono 

in Tokyo 

PRE-TAX profit of Mitsubishi 
Metal rose a modest 4 per cent 
i in to Yl5bn in the six months 
to September 30, despite a 153 
per cent jump in sales to 
Y355.7bn ($2.76 bn). 

The company said high 
interest rates caused a Yl3bn 
deterioration in its net finan- 
cial charges. 

After-tax profit soared 4153 
per cent to Y34bn due to a 
Y45bn profit from the sales of 
the company's Osaka plant 
site. 

The company is forecasting a 
strong result for the whole 
year, thanks in part to the 
planned merger with Mitsubi- 
shi Mining and Cement in 
December. 

It expects pre-tax profits to 
rise 153 per cent to YSObn. 


LET MONEY MANAGEMENT DO YOUR RESEARCH... 


To give best advice in your personal finance business 
you. need to review aff the products on the market which 
might meet your clients’ needs before drawing up U short 
list in order to make a recommendation. Even then, you 
need to keep your list of preferred providers constantly 
under review. 

You might not have the specialist staff or other resources 
to devote as much time to this task as you would like. 
MONEY MANAGEMENT magazine, published by the 
Financial Times, has, over the last 27 years, become the 
acknowledged leader in providing detailed analyses of 
products to assist professional advisers like yourself. 

In every issue. MONEY MANAGEMENT 
carries detailed surveys, special reports, feature 
articles and comprehensive statistics, building 
into a valuable reference source. Allow 
MONEY MANAGEMENT to be 
your research department and dis- 
cover how we can help you utilise 
your t ime even more profitably. 

Thousands of other advisers (in- 
eluding solicitors and accountants) 
rely on our reputation for 
exhaustive, accurate and unbiased - 
information, every month. Make 
sure your competitors have no 
unfair advantage. 

We are committed to supporting 
independent advisers and believe 
our editorial and statistical data 
to be second to none. 

MONEY MANAGEMENT has *-•■■■-■ 

exemption from LAUTRO’s rule 5.16 which enables us 
to publish figures showing the individual provider’s 
charges, something which professional advisers are _ 
unable to find out on their own. This type of statistical 
analysis takes a great deal of time and expertise to 
gather. It would be impossible to undertake such 
research on your own. 


MONEY MANAGEMENT always tackles the subjects 
which matter to you as oat adviser. In recent months 
these have included: 

• Top unit trust groups • With profits fife policies 

• Strength of life offices • Pension mortgages 

• Unit trust savings plans • Executive pensions 

• Personal pensions. And we have more at the same 
planned for the future, plus: 

• Permanent health plans # Commercial mortgages 

• Home income plans • Unit trust income funds. 

No other magazine can rival MONEY MANAGEMENT 
for authoritative analysis. 

Our team of journalists has won more 
awards than any other magazine for 
financial professionals. 

Published every month, the performance 
tables in MONEY MANAGEMENT 
AvTlvPi : cover ^ ver y single authorised 
F^Vv/ 5 4 unit trust and internal life fund 

-A .. offered as well as virtually every off- 
shore unit trust too. We also include 
pension funds and investment trusts 
on 8 quarterly basis. Each fund is 
presented with clear, factual infor- 
•'r. T-; w mat ion such as its size and perfor- 

»/, mance over the past 10, 7, 5, 3, 2, 

• 1 year, 6 months and 1 month 

i' *- 1 '- " . periods. We also help you identify 

which are the real top performers 
by giving every figure a ranking. 

You won’t find all this information gathered together in 
one place anywhere else. 

Take this opportunity to benefit from 

MONEY MANAGEMENT for two months, with no 

obligation. Simply return the application form below, today 
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Roaring Rate Notes due 1994 

In accordance with the provisions of the Notw^otice is 

Sw ending 4th Frfmuny. li»l ha? >«*■> ^ed at 
13 9125% pet annum. The interest accruing for such three 
SJS rtpnod will be £179,15 per £5.000 Bearer Note, and 
£3.582.95 per £100.000 Bearer Note, on 4ih February. 1991 
against presentation of Coupon No. 5, 


Union Bank 
of Switzerland 
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The table below gives the latest available rates of exchange (rounded) against four key currencies on Monday November 5, 1990 . In some cases the rate is nominal. Market rates are the average of buying and selling 
rates except where they are shown to be otherwise. In some cases market rates have been calculated from those of foreign currencies to which they are tied. 
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PaK bun sPafc, Rupee) 42.50 
Panama (Balboa) 1.9705 

Pacoa New Guinea (Khta) 1.BS30 
Paraguay (Guarani) 2384.0 
Peru Until 06066.4 

PtUUupInes (Peso) 52J5 


Czechoslonkka (KoruuJ 46.57c 
60341 


OlUxwtlRep ffljlh Fr) 337.00 
Dominica (ECarrlbS) 5 277 
Domlaicafl Rep (D Peso) 21.234 


23.6335 

30.62X6 

15.9077 

20.6114 

186466 

24.1601 

3.713 

171023 

2.678 

10.8013 

3.8454 

115.115 

1.8025 

7.2703 

4.5075 

134.935 

2.1129 

8J221 



3.6 

178 

4.9 

19., 

847 

3707 

2.6 

03 

2.6 

78 

074 

78 

4.9847 

2.678 


1. 

4. 

Z75 

7141 

1 0 

3235 

3Z 2 
1 
1. 

r J3J. 

Z75 


Special Drawing Right* November 2. 1990 United 


737244 United State* SI. 43910 Germany West D Mark 2-16081 
m £0.700678 United States SU7718 Germany West D Mark 2.1 


YeniS6J63 European Currency Unit Rates November 5. 1990 
Japan Yenl75. 


Abbreviations: (a) Free rate; do Banknote rate; (cl Commercial rate ; U) Controlled rate; fa) Essential I 
00 Buying rate; U1 Luxury goods; (m) Market rate; 60 Public transaction rate; fa) Official rate; fal nr 

(s) Selling rate; (U Tourist rate (u) Cerrendes fh 


) Financial rate; Oil Exports; (I) Non eommereral rate; 0) Business rate 
rate; fa) convertible rate; <r) parallel rate:# Kuwait Dinar unavailable, 
t tbe U5 Dollar; 



<s> Selling rate; (U Toortst rate (u) Ctnrendes fixed against tbe US Dollar; 

Some data supplied by Bank or America. Economics Department London Trading Centre. Enquiries 071 634 4360/5. 


TKADE IIDEMNITY PLC 

SPECIALIST EXPORT SERVICES. Tailor-made credit 
Insurance for safe expansion into export markets. 


071-739 

4311 


Japan’s leading index, now 
from the world’s index leader; 

New in response to the globalization of the worlds 
financial markets, die Chicago Mercantile Exchange 
is introducing Nikkei 225 futures and options. So risk 
managers with exposure to the rapidly expanding 
Japanese stock market can add price protection or 
portfolio diversification with one efficient trading 
decision. 

The broad-based, blue chip Nikkei 225 Stock 
Average is japan’s most widely followed stock average. 

In Japan, contracts based on this index trade five 
times more than the closest competitor: 

And now the exchange with the S&P 500" 
futures and options markets- recognized as the workfls 
largest- brings dol 1 ar-denominated Nikkei 225 Stock 
Average futures and options to the world. 

With its long-standing success in the U-S. stock 
index futures market, the CME offers the large, local 
trading population, deep liquid markets and tight 
bid/ask spreads risk managers and traders demand. 

The CME has exclusive rights in North America 
to Nikkei 225 futures and options. 

for a free Nikkei 225 futures and options 
trading kit, call 4471-920-0722 (London), 

1-800-331-3332 (U.S., toll heel 1-312-930-8213 
(outside U.S.), 813-595-2251 (Tokyo). 
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Further rationalisation of operations 


Due to tbe pe r siste ntly low gold price in rand terms and the cash 
outflows arising from losses sustained, operations will be far ther 
rationalised. 

Mining will be conducted in those areas where profits can be 
realised. Four of the seven s ha fts will operate a reduced leveb of 
production, while one of tbe mine's four metallurgical plants w iH be 
dosed. 

Tonnages nulled will be reduced from- the current level of 
approximately 800 000 to 550 000 tons per month. Gold cutout is 
expected to fell from approximately 2 500 to 2 000 kilograms per 
month, once the plan has been Bully implemented. 

Discussions with the relevant trade unions have commenced 
regarding tbe reduction in manpower requirements. 

A lt h oug h an overall loss is expected far the current financial year, 
profitability will be restored in the second half of the year providing 
there are no further reductions in the gold price and fibs production 
levels now planned are achieved. 
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NOTICE OF AMENDED INTEREST RATE 

Collateralised Mortgage 

Securities 

No. 4 pic £200,000,000 due 
July 2027 

No. 6 pic S225.000.000 due 
October 2027 

The rate of interest on the 
above-mentioned notes has 
been amended to 13.89583% 
for the period 31 October, 

1990 to 31 January, 1991. 

Interest payable on JVo. 4 
notes will be $335.88 per 
S9.589.S9 note 
Interest payable on No. 6 
nates will be $35025 per 
$ 10,000 note 


Agent: Morgan Guaranty 
Trust Company 
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Japan’s most-respected English-language 
business monthly. Since i 934— inside news of 
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firms oil Lombard rate rise 

By Deborah Hargreaves in London and Karen Zagor in New York 

^ S^LrasriSi benchmark government bonps ^ 


THE GERMAN government 
launched its latest bond issue 
yesterday which came as part 
of a second tranche to the Sep- 
tember Bund. 

The first part of the bond 
issue amounted to DM3bn 
which was sold through the 
consortium of German banks. 
A further DM4bn to DM6bn is 
expected to be sold by auction 
today. 

The terms of the bond are 
the same as those of the Octo- 
ber issue which means the 
paper carries a coupon of 9 per 
cent and it was launched at a 
price of 100.60- 

Market conditions were not 
so tense and the reception of 
this issue not so tentative as 
had been the case in October, 
but nevertheless, dealers 
say there is a lack of 
enthusiasm for new govern- 
ment paper. 

There is more willingness 
among German investors to 
buy government bonds after 
last week’s increase in the 
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Lombard rate from 8 per cent 
to 8-5 per cent, which has 
underpinned the long end of 
the market 

In addition, many German 
investors are currently shun- 
ning foreign currency bonds 
because of the strength of the 
D-Mark and the currency risk 
they could face. 

The D-Mark reached a new 
all-time high against the Hnilay 
yesterday when it rose to 
$L49. 

Dealers said the new bond 
was trading below par on its 
debut in the market yesterday 
and this is where investors are 
most interested in buying the 
paper. 

German investors show little 
interest in buying bonds until 
the yield rises to 9 per cent 
which is the level offered by 
the new bond at a price below 
par. Bond prices softened in 
the cash market yesterday 
where the 8 Vi per cent 10-year 
bond was fixed 20 pfennigs 
lower at 96.60 to offer a yield of 
8.99 per cent. 

It closed five pfennigs below 
that price with a yield of 9.01 
per cent 
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■ DS Treasuries rallied yester- 
day afternoon ami d falling oil 
prices and renewed hopes that 
a softening economy will 
prompt the Federal Reserve to 
ease monetary policy. 

In late trading, the Trea- 
sury’s benchmark 30-year bond 
was £ higher at 101R, yielding 
8.62 per cent. Shorter-dated 
maturities rose about &. 

The Federal Reserve entered 
the open market to arrange 
Stsba in customer repurchase 
agreements when Fed Funds 
were trading at VA per cent 

The operation, which adds 
liquidity to the banking sys- 
tem, was widely expected given 
that the funds were higher 
than the Fed's perceived target 
of 7% percent 

The long end of the yield 
curve was supported by short- 
covering and some retail bid- 
ding. In addition, buying inter- 
est was sharpened after the 
December bond contract broke 
resistance. 

Bond prices were also sup- 
ported by dfiriinTng oil futures, 
with the December crude oil 
contract dropping $2.04 a bar- 
rel to S3L96 in the absence oC 
news from tbe Mi d dle East. 

There was also some opti- 
mism ahead of Tuesday’s 
refunding auction, where 
$12.4bn in three-year notes will 
be sold. In addition, yester- 
day’s weekly hill auction was 
quite stong. Indicating a firm 
market for government securi- 
ties. 

But the main factor behind 
the DS bond market’s move- 
ments yesterday was the grow- 


ing belief that the US economy 
is getting weaker, which 
spurred renewed speculation, 
the Federal Reserve will be 
forced to ease monetary policy 
again after the Federal Open 
Market Committee meeting 
next Tuesday. 

■ IN THE UK, gilt-edged secu- 
rities held up well yesterday in 
spite of the uncertain UK polit- 
ical environment Gilts prices 
were firmer on the strength of 
the pound which was trading 
at DM&93 over the weekend. 

A report by a leading broker- 
age house on the probability of 
a cut in base interest rata 
before the end of tbe year and 
a good trading year for gilts 
next year, which was released 
yesterday morning, set a 
strong tone for the day. 

Investors are now looking to . 
the Chancellor’s Autumn 
Statement on the economy, 
which is expected on Thursday 
to give further direction to the 
market 

Tbe price of the 11% percent 
issue maturing in 2003/07 rose 
by A to trade at 102ft offering a 
yield of 11.41 per cent 

■ THE JAPANESE govern- 
ment bond market traded in a 
narrow range yesterday as 
prices fell in Tokyo pushing 
the yield on the 119 bond from 
7.66 per cent to 7.70 per cent 

But this was reversed in 
later London trading on the 
back of a stronger yen and the 
yield dropped again to 7.66 per 
cent at the dose of London's *? 
market 
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Two World Bank deals 
attract strong demand 

By Tracy Corrigan ° 


INTERNATIONAL CAPITAL MARKETS 


By Tracy Corrigan 

THE WORLD Bank pulled offa 

successful double *££&? 

launching sell-out fiHg 
ferine Md CanadfoJ 
5°?? rs ' A de arth of supply in 
both sectors over thelast 
month or so helped fuel 
dem^L whDe the quality S 

itss/isr** 

manded widespread distribu- 
non. encompassing central 
tanks, institutional and retail 
investors. 

The World Bank's fiioom 
issue of 12 per cent five-year 
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bonds via Samuel Montagu 
was the first issue of unsubor- 
dinated debt in the sector since 
sterling joined the exchange 
rate mechanism of the Euro- 
P®* 1 * Monetary System last 
month. The resulting reduction 
in foreign exchange risk for 
continental European investors 
helped boost their level of par- 
ticipation in this deal, under- 
writers said. 

The short end of the sterling 


hood market is technically 
according to analysts. 
Most dealers still expect a fur- 

base rate before 
tne end of the year, and the 
snort end of the yield curve 
stands to benefit most 

The World Bank offering was 
launched at a spread of 30 
tasis points above the five-year 
UK gUt yield, at a fixed reof- 
fered price of 200.45. Late in 
the day, the bonds were bid at 
100.55. 

A lack of swap opportunities 
b forestalling efforts to brine 
further sterling deals to the 
market, and most UK corpo- 
rates are not keen to raise 
funds, at least until rates have 
fallen further. 

Meanwhile, the World 
Bank's CSi50m issue of U'A 
per cent five-year bonds 
met keen demand, supported 
by more than CSSOQiu in 
redemptions of outstanding 
issues due this month. 

The deal, IBJ International's 
fourth consecutive World Bank 
mandate in Canadian dollars, 
was quoted comfortably within 
point fees at less I'A points. 
The yield spread tightened 


by two basis points to 50. 

Both deals were initially 
swapped into floating-rate 
D-Marks, and will ultimately 
be swapped into fixed-rate 
D-Marks, according to Mr John 
Herlihy, principal financial 
officer at the World Bank. 

Mr Herlihy said that the 
D-Mark has been the bank's 
preferred end-currency this 
year, generating the best cost 
savings in swapped transac- 
tions. He added that the bank 
has already completed dose to 
half of its $3bn swaps pro- : 
gramme scheduled for this fis- 
cal year. ! 

In the French franc sector, a , 
FFribn two-year deal for the | 
French government-guaranteed , 
Banque Francalse du Com- 1 
nterce Exterleor also elicited a j 
positive response, as investors 
continue to favour short-dated 
bonds. I 

The deal was considered 
attractively priced at a spread 
of around 30 basis points above 
the two-year French govern- 
ment BTAN. The spread tight- 
ened by 10 basis points, accord- 
ing to lead manager Credit 
Lyonnais. 
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BZW to launch FT-SE 100 warrants 


By Deborah Hargreaves 

BARCLAYS de Zoete Wedd has 
announc ed the launch of i ffim 
put and call warrants on the 
FT-SE 100 index today. The 
issue is part of a bid by 
Barclays to create a liquid 
secondary market in 
over-the-counter index war- 
rants by launching a range of 
instruments and committing 
the firm to make a market in 
them. 

“We are planning to create a 
long-term options market with 


liquidity equal to or greater 
than that of the London 
Traded Options Market," said 
Mr Guy Austin, director at 
BZW. 

BZW will issue warrants 
every six months and if 
demand is great, every quarter. 
The brokerage house also 
plans to launch warrants on 
overseas stock itirtipfla. 

The warrants will extend 
over two or three years and 
wifi, offer a series of exercise 


prices; today’s issue will expire 
in September 1992. 

One of the problems for 
investors in over-the-counter 
index warrants is the illiquid- 
ity of the market for some 
Issues and the lack at commit- 
ment on the part of issuing 
houses to make firm prices in 
the secondary market BZW is 
stressing that its issue carries 
the Barclays triple-A credit 
risk as well as having an 
extensive trading Systran. 


Globex 6 on 
target for 
launch early 
next year’ 

By Barbara Durr 

in Chicago 

GLOBES, the long-awaited 
financial futures electronic 
trading system being devel- 
oped by Renters and Chicago's 
two main futures exchanges, 
will not be affected by last 
week’s postponement of its 
foreign exchange trading sys- 
tem, Dealing 2000, Reuters 
reports. 

Although Globex’s own 
launch date has frequently 
been put back, the Chicago 
Mercantile Exchange, where 
the initial idea of an after- 
hours electronic trading sys- 
tem took shape, says it expects 
the system to be ready by the 
end of the first quarter of 
1991. 

While the two systems - 
which automatically match 
trades - are virtually identi- 
cal technologically, the issue 
of broken trades in Dealing 
2000 has no bearing on 
Globex, according to Hr John 
Hull, head of Reuters* transac- 
tion products group and execu- 
tive vice-president of Reuters 
America. 

In the event of foiled tele- 
phone lines or computer 
breakdown In the Dealing 2000 
network, cash market foreign 
currency traders whose deals 
are broken will have their bids 
and offers cancelled automati- 
cally . The two dealers would 
then speak directly to 
straighten out the trade. 

This is a change of proce- 
dure from the previous plan in 
which Reuters would inter- 
vene to correct the broken 
transaction. 

Key differences in Globex 
avoid such issues. Foremost, 
trading is not directly between 
identifiable parties, but 
through a clearing house. In 
the event of a telephone, sys- 
tem or terminal failure, bro- 
ken trades are to be handled 
through Globes Control, a 
manned rammanH centre. Bids 
and offers will not be automat- , 
lcally removed bam. bus sys- 
tem. 

Liability for broken trades 
in Globex was a contentious 
issue earlier this year, but the 
CHE says that it worked out a 
settlement to the satisfaction 
of the futures commission 
merchants that were con- 
cerned. 


Securities houses in Japan setback 


Robert Thomson in Tokyo 

FOREIGN securities companies 
in Japan apparently suffered 
an overall 47 per cent fall in 
pre-tax profits in the six 
months ended September, 
prompting brokers to warn 
that several houses may be 
forced to restructure their 
operations. 

The 46 foreign companies 
earned a pre-tax total of YK3bn 
in the period, but Y5bn of that 
was earned by Salomon 
Brothers, the US company, 
which notched up gains of 29 
per cent, according to figures 
published yesterday in the 
Nihon Kebsai Shimbun, Japan’s 
leading economic daily. 

Companies refused to con- 
firm or deny the figures, which 
are apparently accounts sub- 
mitted to the Ministry of 


Finance, but the published 
results reflect the severe 
impact of the Tokyo market 
slump on most securities 
houses, foreign and Japanese. 

A British broker said that 
the most successful companies, 
such as Salomon Brothers, are 
those with multi-division activ- 
ities and a strong presence in 
derivatives such as futures, 
warrants and convertible 
bonds. 

Jaoanese officials say Salo- 
mon has also profited from Us 
high profile arbitrage activi- 
ties, which have drawn criti- 
cism from Japanese houses for 
allegedly destabilising the mar- 
ket 

The British broker said; 
“Trading volumes are down 
and I think that it's going to be 


pretty tough for some firms. 
The key for survival here is 
strength in derivatives and 
research. Some people are 
going to have to review their 
operations.” 

The combined revenue of the 
companies was reportedly 
Yl3SJ3bn, up 5.6 per cent from 
the same period a year ago, 
and another broker yesterday 
questioned whether some 
houses are generating enough 
revenue to justify continuing 
their present operations in 
Tokyo. 

Profit figures submitted to 
the Finance Ministry could 
paint an unduly gloomy pic- 
ture of the foreign brokers' per- 
formance, as they tend to be 
compiled with Japanese tax 
authorities in mind. But there 


NZ report defends existing rules 


THE NEW ZEALAND 
Securities Commission said 
problems caused in govern- 
ment bond futures trading- last 
November would not have 
been so severe had the Futures 
and Options Exchange 
monitored trading more 
closely, Reuter repents from 
Wellington. But, in a report 
examining the difficulties, it 
has not recommended new 
laws as a solution. 

“We think the problems 
would not have been so severe 
if the exchange had monitored 
trading more closely,” it said. 
“We see no general policy rea- 
son for replacing the rules of 
the exchange with rales of law 
or for Imposing a regime of 


daily oversight of the market 
end its participants by an inde- 
pendent agency” 

The commission’s report 
reviewed bond fixtures trading 
in 1989, including the circum- 
stances in which Jordan Sand- 
man Futures was expelled 
from the Futures and Options 
Exchange last December. 

Jordan Sandman last 
November defaulted on a 
NZ$7. 76m margin payment, for- 
cing the exchange to invoice 
back all Jordan Sandman gov- 
ernment bond futures and 
options contracts at prices 
fixed by the exchange. 

The commission recom- 
mended that the exchange 
establish procedures for obtain- 


ing additional information 
about the covered and uncov- 
ered contract positions of its 
members. 

“Both the exchange and 
clearing house should have 
access to this information," the 
commission said. 

The commission recom- 
mended the exchange should 
consider imposing limits on 
the number of contracts that 
any member could enter in a 
futures market. 

It recommended that the 
exchange consider strengthen- 
ing its fidelity fund and broad- 
ening the circumstances under 
which a claim might be possi- 
ble, especially by non-profes- 
sional investors. 


EC urged to reconsider directive 


By Ttm Dickson in Brussels 

MR REGIS ROUSSELLE, 
chairman of the Council of 
French Stock Exchanges, 
yesterday called on Brussels to 
reconsider its approach to lib- 
eralising the European market 
for non-banking securities 
firms. 

In a briefing between meet- 
ings with European Commis- 
sion officials, Mr Rousselle said 
the proposed investment 
services directive will not, as it 
stands, lay the groundwork tor 
a truly European stock 
exchange. 

He was particularly con- 
cerned about what he 


called “the architec- 

ture” in the proposed 
legislation, adding that he 
would like to see greater har- 
monisation in areas like 
disclosure and good conduct 
rules. 

The directive on investment 
services - put forward by 
Brussels at the beginning of 
1989 - seeks by the end of 1992 . 
to emthie any European invest- 
ment firm to open branches 
and to provide a complete 
range of financial services 
throughout the EC in the same 
way that it can in its own 
home state. 


Brussels hopes to reach pro- 
visional agreement at a meet- 
ing of EC finance ministers 
next month but Mr Rousselle’s 
complaints - which he says 
are supported by other conti- 
nental stock exchanges — are 
a sign that tough negotiations 
lie ahead. i 

Mr Rousselle is planning to , 
put forward his alternative 
ideas in more detail over the 
next few days but he made 
clear yesterday that he was 
particularly unhappy about the 
development of “unorganised 
markets”, or unregulated “off 
bourse" trading. 


is also a desire to present 
favourable figures to attract 
clients and to prevent being 
labelled as a tax avoider by the 
ministry. 

Still, it Is clear that compa- 
nies have been hard hit by the 
turbulence in Tokyo prices, 
and by the unusually low 
transaction volumes, which 
have continued into the second 
half, despite increased stability 
in stock prices. 

Figures for individual 
houses, other than Salomon 
Brothers, have not been pub- 
lished, but it is understood 
that molti- divisional houses 
such as Goldman Sachs and 
Morgan Stanley have reported 
favourable figures, as has Bar- 
ing Securities, which is strong 
in derivatives. 

ERM boosts 
Liffe volume 
for October 

By Deborah Hargreaves 

TRADING volume at the 
London International Financial 
Futures Exchange received a 
boost in October from the UK's 
decision to enter the exchange 
rate mec hanis m of the Euro- 
pean Monetary System. Liffe 
traded just over 3m contracts 
in October which represented a 
rise of 28 per cent from the 
previous month. 

Average daily volume for the 
exchange increased to 132,780 
contracts which amounts to a 
value of £34bn changing hands 
each day. 

Mr David Burton, chairman 
of Liffe, pointed to the strong 
boost in activity in the 
exchange’s sterling-based con- 
tracts which was prompted by 
the KR.M flnnnuniMiim t- The 

exchange’s after-hours trading 
system, AFT, registered a 
record volume of 31,659 lots on 
October 5 which showed a 
large increase from its previ- 
ous record of 13^79. 

The exchange’s short ster- 
ling interest rate futures con- 
tract showed a 47 per cent leap 
in volume in October over its 
level in September, but volume 
was not as high as in the same 
period last year. 

LifCe’s options complex regis- 
tered a record volume in Octo- 
ber with 547,184 contracts 
traded. The short sterling and 
Euromark contracts came out 
ahead, both setting records. 
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THE LONDON equity futures 
market fed the stock market 
higher yesterday, although deriv- 
ative trading levels were low, 
with the London Traded Options 
Market having one of its quietest 
days this year. 

Stock index futures opened 
firmer after the strong close on 
Wail Street and moved to pre- 
mium of 40 points above the 
FT-SE 100 index. During the after- 
noon, retail interest virtually dried 
up and the market drifted within a 
narrow range. 

December FT-SE closed at 
2,082, up 32 points on the day. 
December also finished 42 points 
over the cash Index, compared 
With the 30-polnt fair value pre- 
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mlum which brokers estimate 
accounts for future dividend pay- 
ments and the cost of finance. 

In the traded options market 
dealing was subdued. One ana- 
lyst sold the continuing worries 
over the Guff and the gloomy 
news from UK industry discour- 
aged investors. 

A total of IB, 725 options 
changed hands, down from Fri- 
day's already depressed levels. 
Activity was evenly divided 
between calls and puts. The 
FT-SE options traded 5,781 tots, 
which was weighted towards 
puts. The January 2,000 puts were 
the most popular, after a US 
house was said to have bought 
1 . 000 . 


Dealing in stock options was 
again concentrated among a 
handful ot the more liquid con- 
tracts. Rolls-Royce was the busi- 
est and traded 3.603 lots. The 
larger trades Included the pur- 
chase by one broker ot 1,000 
December 180 calls and the sale 
by another ot 700 December 240 
puts. 

Fison was next on the list at 
1,270 lots. One of the bigger 
trades was the sale of 300 Febru- 
ary 390 calls and 300 February 
330 puts. 

British Telecom featured after 
its shares fell following a broker's 
profit downgrading. James Capel 
bought 250 February 280 puts and* 
100 November 260 puts. 
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UK COMPANY NEWS 


Prowting almost | Cutting 
halved to £5m as 


through the ties of blood and marriage 

Richard Donkin on the problems the Polly Peck administrators face with the Turkish Cypriot operations^ 


recession 


By Andrew Taylor, Construction Correspondent 


PRE-TAX PROFITS of 
Prowting, the Ruis lip- based 
housebuilder, were almost 
halved from £9. 71m to £5 ,03m 
during the six months to 
August 31 as the recession in 
the UK housing market has 
continued to bite. 

Mr Terry Roy don, chief exec- 
utive, said, that in many cases 
developers were selling houses 
well below their replacement 
costs. As a result the average 
selling price of a Prowting 
home had fallen by about 10 
per cent 

"Many of our competitors 
have decided it is essential far 
them to achieve Higher volume 
sales and have therefore been 
making significant price cats,” 
said Mr Roy don. 

"We are continuing to resist 
over -enthusiastic disco unting 
as far as passible. The operat- 
ing margin of 29 per cent still 
compares reasonably with the 
37 per cent earned in the first 
half of last year,” be said. 

Earnings per share fell from 
9.5p to 4.7p as sales tumbled 
from £30m to £33. 3m. Despite 


the fall in profits the interim 
dividend has been maintained 


at 1.7p. 

Group borrowing at the end 
of August was £26u9m, repre- 
senting gearing of 35 per cent 

Mr Roydon said: "We are 
comfortably within our overall 
hank facilities of £63 Sm and in 
a good position to take advan- 
tage of opp o rt un ities for land 
purchase when they arrive. 

"Prolonged high interest 
rates coupled now with the 
more recent uncertainty about 
the situation in the Gulf con- 
tinue to affect purchaser confi- 
dence. However the fall in 
bouse prices combined with 
the current pace of wage settle- 
ments is leading rapidly to sig- 
nificant improvements in the 
ratio of house prices to 
income.” 

Mr Roydon said that lower 
mortgage interest rates follow- 
ing the US’s entry into the 
European exchange rate mech- 
anism might encourage 
would-be purchasers to buy 
and take advantage of lower 
house prices. 


Amber Day up 47% with 
help from discount shops 


By Andrew Jack 


A STRONG performance from 
What Everyone Wants, the 
northern and Scottish discount 
shopping chain, helped raise 
pre-tax profits by 47 per cent in 
Amber Day Holdings, the fash- 
ion retail group, in the 52 
weeks to July 28. 

Amber Day, which owns the 
Review and Woodhouse men- 
awear chains, yesterday 
reported pre-tax profits of 
£3.02m, compared with £2j06m 
in the previous year. Turnover 
rose to £3L24m (£15.09m>. 

Wha t Everyone Wants 
(WEW), acquired in June for 
£46. 7m, contributed operating 


profits of £i.54m during the 
vas d< 


period. Review was down 
slightly to £900,000 f£lm), while 
Woodhouse reported operating 
profits of £400,000, compared 
with a loss of £700,000 last 
year. Dennis Day, the com- 
pany’s import division, was 
stable at £400,000. 

The company now operates 
some 65 stores in secondary 
sites across the UK, including 
five added to the WEW chain 
since it was purchased. Mr 
Philip Green, chairman and 
chief executive, said he 
planned to expand organically, 
adding a further dozen or more 


stores over the year. 

Amber Day also owns five 
shops in Japan and Hong 
Kong, and hopes to open far- 
ther 

"My philosophy is to squeeze 
overheads and margins," he 
said. "Tm not a chaser of turn- 
over.” He added that he would 
not be issuing any new paper 
during the year. 

He also announced that 
famous brand-name perfumes 
will be available from this 
weekend in his stores at a sub- 
stantial discount. 

There is an extraordinary 
debit of £850,000, of which 
£250,000 covers the costs of sev- 
eral abortive acquisitions, 
including an attempt to *akw 
over Moss Bros in September 
1989. The remainder is a 
write-down of the company’s 
freehold headquarters in Lon- 
don. 

Earnings per share rose to 
4.04p (3.46p), when fully diluted 
to allow for the five-for-eight 
rights issue to help pay for 
WEW. The directors recom- 
mend a final dividend of L3p 
(Ip) making a total of 2p (L5p) 
for the year. 

The company's shares closed 
up lp at 59p on the day. 


T he practicalities 

of taking control of the 
most powerful corpo- 
rate operation in northern 
Cyprus will confront the Polly 
Peck administrators as soon as 
they step off the aircraft at 
Ercan airport, if they enter the 
island this week. 

If they need any reminder of 
the influence enjoyed by Mr 
Asil Nadir in this fragile state, 
recognised only by Turkey, 
they should visit his family 
plot in the cemetery just out- 
side Nicosia. While most Mus- 
lima accept simple grave plots, 
there are two large exceptions 
adjoining each other - 
enclosed family plots each cov- 
ering about an acre. One 
belongs to the family of Presi- 
dent Rauf Denktash, the other 
to the Nadir family. 

This Pharaoh-like symbol of 
family power is easily under- 
stood by a Turkish Cypriot 
community where the bonds 
formed by blood and marriage 
transcend those of political or 
corporate loyalty. 

Though Mr Denktash 
enjoyed powerful support from 
Mr Nadir’s newspapers in the 

presidential and governmental 

elections last spring - Mr 
Nadir owns four titles through 
his publishing company, AN 
Graphics - Mr Nadir’s most 
firm political ties would 
appear to be with Mr Dervish 
Eroglu, the prime minister 
and leader of the National 
Unity Party. 

One of the strongest family 
ties with the Denktash line 
has been developed by Mr 
Salih Boyaci, chairman of 
Cyprus Credit Bank, and a 
business rival to Mr Nadir. Mr 
Boyad's daughter is married 
to Mr Serdar Denktash, the 
president’s surviving son who 
was catapulted into national 
politics when he stood in the 
last general election and after- 
wards was appointed minister 
of the interior. 

Mr Serdar Denktash was the 
only minis ter to oppose the 
government’s decision to boy 
Saiamin Bay Hn jyi, near Fama- 
gusta. from Mr Nadir when he 
was trying to raise cash last 
month to stave off the hanka. 
Mr Boyaci had originally com- 


with. Mr Nadir to buy 
hotel. 

ft is too early to say whether 
the family alliance between 
Mr Serdar Denktash and Mr 
Boyaci will work against Mr 
Nadir's interests but Mr Boy- 
ad is recognised by many as 
the most powerful business- 
man of the island who will uot 
take kindly to Mr Nadir's 
reception as a returning prodi- 
gal son. 

He has also felt the sting of 


dal aid supplied by Turkey, 
have maintained a surpris- 
ingly healthy economic 
veneer. 

Cyprus has a growing 
source of income from the 
Turkish mainland in its four 
universities whose low aca- 
demic demands provide a way 
for rich young Turks incapa- 
ble of passing the mainland 
university entrance exams to 
avoid conscription by enroll- 
ing at one of the Cyprus insti- 


poin 

land 


Nadir claims political interference 


MR ASIL NADIR, c b jH pnaw of Polly Peck International, 
last night compared Us company’s creditors to "sharks 
attacking a wounded whale”, but he told Turkish television 
viewers he was still optimistic about the future of the group, 
writes David Barchan! in instanbuL 

Extracts from an intervi ew with Mr Nadir recorded last 
week in Us Berkeley Square offices by Turkish State Radio 
and Tele visi on, and published yesterday in the Istanbul 
daily newspaper MflUyet, show Mr Nadir in a somewhat 
different tight from an Interview on BBC TV at the weekend. 

Mr Nadir said Us recent problems had been caused by 
interna tional political pressures linked to the Cyprus dispute. 
He said that if he had not been of Turkish origin and invested 
heavily in Turkey and Cyprus, he would not have faced his 
present troubles. 

He said he would be willing to give in to the pressures 
to shut down his investments in Cyprus only If the government 
in the Turkish-controlled sector was internationally recognised. 

He a d mit te d to having made two mistakes: one was to 
rely too heavily on short-term borrowing and the other was 
to underestimate the role played by politics in business. 

Mr Nadir avoided criticising Turkish President Tureut 
Oral for not earning to his rescue, but conveyed the Impression 
he was unhappy about the way that be had been treated. 

Nonetheless, Mr Nadir said he believed that by working 
with the administrators and banks over the next five or 
six months, it should be posable to save Polly Peck. "You 
will see,” Mr Nadir said. “Very soon you will be confronted 
with a much sounder and stronger Polly Peck.” 


Mr Nadir’s press which did not 
overlook the recent Cyprus 
Credit Bank decision to stop 
overdraft facilities for most of 
its depositors. 

Mr Boyaci said that the 
move on overdrafts was symp- 
tomatic of northern Cyprus 
beginning to feel the economic 
pinch of the Polly Peck cot- 
lapse. 

It Is difficult to assess how 
deeply the affair will bite into 
the economy. A number of 
other factors, not least finan- 


tutions. 

"They bring with them their 
flash cars and their money. 
They are not very interested 
in education,” said a teacher 
at one of the universities. 

Another useful contribution 
to the economy is the con- 
struction of private holiday 

Homes {jot mainland Turks ynrt 

members of the 70,000-80,000 
strong Turkish Cypriot com- 
munity in the UK, and others 
in Germany and Australia. 
When the 1974 war led 


whole communities to move 
from each side of the island to 
create separate Greek and 
Turkish sectors, there was a 
net emigration to the south. 
Some 200,000 Greeks fled 
south, compared with 40,000 
Turks who fled north. 

The ratio of five to one has 
proved particularly useful to 
north Cypriots in the distribu- 
tion of land and property. 
Property was designated using 
lints handed out to match 
... .. and homes left behind. 
Mr Nadir benefited more 
than most from government 
land and property share-outs. 
He had been rented three 
stretches of beach on the 
north Cyprus coast - at Kar* 
si y aka, Alsancak and at Ala- 
gagi, where he was preparing 
to build a holiday village. 

Other rental deals covered 
the Voyager Hotels, Glme 
View, Jasmine Court, Palm 
Beach and tbe still unfinished 
Crystal Cove. The few flabby 
forms around the pool of the 
Palm Beach hotel in Fama- 
gusta last week gave some 
idea of the fall-off in tourism, 
partly seasonal and partly 
because of tbe Gulf crisis - 
another pointer to the eco- 
nomic realities facing the 
administrators. 

Just beyond the hotel the 
bay curves Into the no-go area 
of Varosha and the Beirut-like 
complex of waterfront hotels 
and apartments. Empty and 
silent, the buildings stand like 
a Cedi B de Mille set to some 
celluloid drama about the end 
of the world. 

This surviving backcloth to 
the war and the 11 years of 
Greek oppression of the Turk- 
ish minority before the Turk- 
ish invasion of the island is a 
daily reminder that Turkish 
Cypriot unity overrides most 
personal differences within 
the business community. The 
mere suggestion of Greek Cyp- 
riot skulduggery behind the 
downfall of Polly Peck Is 
enough to close ranks in pro- 
tection of the Nadirs. 

President Denktash has 
Indicated he will nationalise 
Folly Peck businesses on the 
island if they are in danger of 
being shot down. The north* 
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em Cypriot government, how- 
ever, is unlikely to challenge 
the rule of law which should 
give some protection to tbe 
administrators. 

According to northern 
Cyprus law, the administra- 
tors have the same status as 
directors which gives them 
access to company accounts In 
spite of the injunction 
obtained by U farmers pre- 
venting access to Polly Peck 
accounts on the inland by all 
outsiders but the board and 
the company accountants. 

Mr Denktash knows, also, 
that Ids government is hardly 
in a position to nationalise 
anything if the move involves 
heavy investment. Sugges- 
tions that Cypfruvex, the 
state-owned fruit exporter, 
could take on Polly Peck’s 
Sunzest operations in the cit- 
rus groves around Guzelynrt 
has been dismissed by some of 
the fanners there. 

Mr Kemal Bektash, a Guzel- 
yurt farmer with five acres of 
citrus grove, said: "My con- 
tract is with Sunzest, If Sun- 
zest cannot honour it, I shall 
go elsewhere, but X shall not 
go to Cypfruvex. It never gave 
me a good price in the past.” 

The farmers flocked to Sun- 
zest when the company gave 
them advance payments, 
sometimes equal to the full 
price of their crop and six 


months ahead of the picking 
ffo^ ann with inflation running 
in the region of 65 per cent it 1 
made a large difference to 
farmers' profits. This year, 
however, the farmers said 
they received no more- than a 
fifth in advance of the price 
they would expect to achieve. 

Whether the administrators 
will view the Sunzest packing 
Mnri squeezing plants around 
the town to be a viable con- 
cern is something that worries 
the farmers who are hoping 
for an alternative buyer for 
their crop which, say some 
estimates, has a total value of 
not much more than £10m. 

Sunzest has five fruit pack- 
ing plants and one juice pro-, 
cessing plant on sites around 
the town. It also a potato pack- 
ing plant and a citrus padkh% 
plant in Famagusta where. 
Uni'Pac, the Folly Feck subsid- 
iary, also runs two cardboard 
box manufacturing factories. 
Most, If not all, of the land is 
rented as are some of the 
buildings, leaving little scope 
for asset stripping. 

In the meantime the fanners 
are awaiting a buyer for their 
crops - the orange picking 
season starts in January. 

One of them told me: *We 
thought you were a fruit 
buyer at first. Surely some: 
body will come along and buy 
our crop, wont they?” 


Thos French warns of setback 


ANNOUNCING tbe sale of its 
surface heating business 
Thomas French, the curtain 
tapes and home improvements 
manufacturer, warned share- 
holders yesterday that group 
results for the second half of 
the year ended September 30 
1990 would show a 'small loss*, 
writes Andrew Jack. 

The shares dosed 3p lower 
at 48p. 

Tbe forecast loss compares 


with a first half profit of 
£507,000 - against £L06m in the 
1989 period. The loss was 
caused by weak UK demand 
and high interest rates , com- 
bined with £600,000 in reorgani- 
sation and product develop- 
ment costs. 

A ’modest profit* is expected 
for the foil year. 

French is selling its surface 
heating business to Bnmfield, 
the electrical surface-beating 


SUCCESS COMES 
EARLY FOR 
YORKSHIRE BANK 


Yorkshire Bank's results are three months early, 
bringing our year end into line with our new owners. 
National Australia Bank 

And, even after just nine months, its clear that we’re 
ending as we started - one of Britain’s most successful 
banks. 

Here are some of the highlights for the nine months 
to September 1990: 

• Pre-tax profits of £92 A million. 

• Capital and reserves up 19.8% to £300.4 million. 

• Total assets up 13.4% to £4^598.9 million. 

• Return on average shareholder’s funds increased 
to 44.7%. 

• Return on average total assets employed 2.85%. 

Our business success is built on the provision of a 
high standard of efficient, friendly service to all customers. 
If you could benefit from our expertise, contact your local 
Manager today. 



\brlcsNreBank 


TARING YOUR NEEDS INTO ACCOUNT 


For a copy of the 1990 Report and Accounts, write to: 

The Business Manager, Yorkshire Bank PLC, FREEPOST, 20 Mention Way, Leeds LS2 1YY. 


group formerly known as Iso- 
pad, for £2£3m. 

Tins business made pre-tax 
profits of £486,000 (£22U)00) in 
the year to September 30, but 
with '’maintainable pro fi t s" of 
£380,000. Net assets are 
£610000. 

Mr Ian Staples, chief execu- 
tive of BumMd, said th e busi- 
ness, which is currently based 
in Thomas French’s premises 
In Manchester, would be 
moved to Weston-super-Mare 
and said there would be job 
losses from the workforce cf SSL 
He said the sale would be 
achieved through the issue of 
L87m ordinary shares. 

The sale wfll reduce gearing 
at Thomas French to less than 
25 per cent, said Mr Jeremey 
French, chairman. 

“Our intention for a long 
time has been to focus on con- 
sumer products. "This com- 
pletes the circle of peripheral 
disposals.” 

Burnfleld reported 


Board changes at Hickson 


HICKSON INTERNATIONAL, 
the chemical, timber protection 
and merchant distribution 
company based in Castteford, 
Yorkshire, yesterday 
announced extensive board- 
room changes after the disap- 
pointing results and sharp fan 
in its share price, writes 
Andrew Bolger. 

Mr John Marvin has 
resigned as non-executive 
chairman and will leave the 
company. 

He had been chief executive 
for five years until 1989, when 
he became deputy chairman 
and then non-executive chair- 
man. 

Mr Tom Robson has been 
appointed executive chairman. 


He has worked for the group 
for 27 years, becoming an exec- 
utive director in 1983 and 
group chief executive last year. 

The position of chief execu- 
tive is taken by Mr Ken Scho- 
field. Be was the executive 
director of Hickson responsible 
for Manro Surfactants, the 
business which he founded anxL. 
which was acquired by Hick- 
son in 1988 for £L8m. 

Mr David Swallow has been 
appointed non-executive dep- 
uty chairman. He has was for- 
merly chief executive of RTZ 
Chemicals and joined the Hick- 
son board in June. 

Tbe new chairman said: 
"These mutually agreed board 
changes are part of the group's 


longer-term operational devel- 
opment. They reflect our inten- 
tion to concentrate farther 
executive management time on . 
Hickson’s day-to-day 
operations.” 

Hickson shares yesterday 
dosed 2p' higher ot'123p - less 
than half the level of MSp they 
touched in January, 

Hie shares fell in April after 
Mr “Black jack” DeEal sold his 
129 per cent stake in Hickson, 
ending his near two-year 
involvement and accompany- 
ing bid speculation. 

In August the group reported 
a 10 per cent derifne in pre-tax 
profits to £18Jm, in spite of a 6 
per cent increase in turnover 
to £2 13m. 


a 


restructuring of its UK manu- 
facturing operations over the 
past half year. Six separate 
locations have been consoli- 
dated on its Isopad site in Wes- 
ton-super-Mare, which has 
been upgraded and reorgan- 
ised. 

The company also 


announced a decline in pretax 
the six 


profits to £651,000 for 
months to July 31, compared 
with £702,000 in the corre- 
sponding halt Turnover rose 
to £8.6m (£6.4m), mainly as a 
result of the contribution from 
Heraeus Wittman, the German 
electrical surface heater manu- 
facturer acquired in October 

1989. 

Fully diluted earnings per 
share fell to 3.1p (ft2p). The 
dividend is maintained at 
L65p. Burafleld’s shares rose 
2p to dose at I76p. 


GAZDE FRANCE 
UftS 100,000,000 
11% Serial A Notes due 1995 
(the ’’Notes”) 


Notice is hereby given that bi 
accordance with the Terms 
and Conditions of the Notes, 
the Issuer has elected to 
redeem afl of the outstanding 
Notes In the aggregate 
principal amount of LLftS 
82.4SQP00 on November 1ft 
1990 at a redemption price 
equal to 100% of the 
principal amount thereof. 


The Notes should be 
presented and s ur rendered 
for payment together with 
coupons due November 1ft 
1991 and subsequent 
attached. 


On and after November 1ft 
1990 the Notes win no longer 
be outstanding and interest 
thereon shaft cease to 
accrue. 


The Fiscal Agent, 
SOCfETE GENERALE 
ALSACJENNE DE BANQUE 
15, avenue Emile Reuter 
LUXEMBOURG 


Northwestern University 


Kellogg 


Graduate School of Management 
Programs in Executive Education 


Located near Chicago’s dynamic business community, the Kellogg Graduate School of Man- 
agement ofNorthwestem University offers some of the best of America’s executive education 
programs. Choos e from a wide variety of programs tailored to specific management responsibil- 
ities. Learn from distinguished faculty in the company of fellow executives. Learn from an 
outstanding American business school: Kellogg Graduate School of Management. 


General Management Programs 
D Advanced Executive Program 
78th Session 
Feb. 10-Mar. 8, 1991 
79th Session 
June 23— July 19, 1991 

□ International Advanced Executive Program 
(Evanston, Illinois) 

27th Session 
Sept. 1-14, 1991 

□ Executive Development Program 
25th Session 

May 5-24, 1991 
26th Session 
July 21 -Aug 9, 1991 
27th Session 
Oct. 6-25. 1991 

Executive Seminars 

□ Advanced Futures and Options Strategies 

□ Art of Venturing 

D Business-to-Business Marketing Strategy 

□ Communicating with the Japanese 
Business Wforid 

□ Consumer Marketing Strategy 


D Corporate Financial Strategy 

□ Creating Wbrld-Class Quality 

□ Credit Analysis and Financial Reporting 

□ Dedsion-Making Strategies for Managers 
D Developing a Corporate Pension Strategy 
O Developing Manufacturing’s 

Strategic Potential 

□ Dispute Systems Design for Managers 

□ Global Marketing Strategy 

□ Human Resources Management in 
Restructuring Organizations 

n Increasing Sales Farce Productivity 

□ Management Development for Bankers 

□ Managing Communications for die 
Changing Marketplace 

□ Managing Cost Information for Effective 
Strategic Decisions 

O Managing Financial Risk with Futures 

and Options 

□ Merger TOrek 

□ Negotiation Strategies for Managers 

□ Strategic Financial Planning 



For mare detailed information, contact 
Executive Programs 

Kellogg Graduate School of Management 
Northwestern University 
James L. Allen Center, Dept. FTE 
Eyan&ton, Illinois USA 60208-2800 
Or call 708-864-9270 
fax 708-491-4323 telex 821564 
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Renold shares 
tumble 26p as 
profits fall 48% 

By Andrew Boiger 


l yesterday 
fell 36p t° 57p after the Man- 
cbester-ba^d maker of power 
transmission products and 
machinery reported a fall in 
profits and warned about its 
trading outlook. 

Pre-tax profits declined by 
47.5 per cent, from £4m to 
£2.1x11, in the six months to 
September 29. Turnover was 
Oft at £65.4m (£65_2m, esclu- 
dmg business sold £6m), but 
earnings per share plunged 
£®ariy S9 per cent to lip (4.6p). 
The interim dividend is main- 
tained at lj2p. 

Mr Peter Frost, chairman, 
said that trading conditions 
had weakened since July and, 
as a result, profit for the full 
year would be well down on 
the previous £9.4m. Providing 
there was no weakening in the 
group’s nidior markets, he 
expected profits in the second 
half to exceed those of the first, 
as in previous years. 

Mr Frost said the results for 
the half year reflected weaker- 
markets, together with greater 
than expected disruption 
caused by the fundamental 


reorganisation of the group's 
chain business. 

Progress in modernising that 
business, including investment 
in advanced production equip- 
ment, would continue through- 
out the second half, and bene- 
fits from this strategy sI»wM , 
start to be realised during the 
next financial year. 

The move of the major Man- 
chester Chain factory to the 
rmw site at Stockport was now 
completed, and the less com- 
plex move of the clutches and 
couplings factory at Cardiff 
was due to commence shortly. 

The physical separation of 
the selling operations in the 
UK, France and Germany from 
their local factories was in 
progress. The international dis- 
tribution centre at Stockport 
was already operating and 
li nking the separate national 
sales companies and factories. 

In spite of this significant 
investment, the interest charge 
had been eliminated, reflecting 
the benefit from the sale of 
Manesty Machines and tight 
management of working capi- 
tal. 


Directors pay 42% extra 
for Richmond Oil shares 


By Steven Butler 


TWO DIRECTORS of 
Richmond Oil & Gas have 
bought £2.8m of Richmond 
shares from Girozentrale Gil- 
bert Eliott, the stockbroker, at 
a 42 per cent premium to the 
current market value of the 
shares. 

The purchase relieves Giro- 
zentrale of about half the 4.49m 
shares left with it when a 
share placement arranged by 
Girozentrale fell through dur- 
ing Richmond’s recent £32 .5m 
rights issue. A dispute over 
whether the shares were actu- 
ally placed could result in liti- 
gation. 

The shares were originally 
issued at 125p each, compared 
with yesterday’s closing of 88p. 

The shares were purchased 
by Richmond's joint managing 
directors; Mr David Wilkinson, 
who bought 280JD00, and Mr 
Michael Hogue, who purchased 
L96m. 

The purchase was financed 
by a loan from County Nat- 
West, the underwriters of the 
r&its jssue. County itself was 


left with 5.5m shares when 
other investors foiled to recon- 
firm purchase commitments 
when given the option to pull 
out It has pledged to hold the 
shares for an extended period 
unless the market price climbs 
above 125p. 

Mr Wilkinson said yesterday 
that he and Mr Hogue hoped to 
buy more Richmond shares 
from Girozentrale but that 
their assets had been folly 
offered for collateral and they 
could not raise more fending. 
The directors offered two 
shares currently held as collat- 
eral for each share purchased. 

Mr Wilkins on said that .Rich- 
mond’s oil and gas activities in 1 
the US were unaffected by the 
twrmnii over the foiled rights 
issue, which was folly under- 
written by County NatWest. 

Richmond shares fen below 
the rigjrts offe r price immedi- 
ately after announcement of 
the issue. Funds raised were 
need to liny foe Johnson Ranch 
properties in the US- and pro- 
vide working capital. 


DIVIDENDS ANNOUNCED 


Correa - Total Total 

Current Dale of ponding for last 

payment payment dividend year year 


Dec 10 
Jan 25 
Mar 22. 


Smith Estates § J 


Dividends shown penes par share net exceptwhere otherwi se stid od- 
*Equivatant after allowing for scrip Issue. lOn capital Increased by 
rights and/or acquisition issues. SUSM stock. 


board meetings 


Th« lonoWno 

of board u ia o ttnga 10 tfw Swcfc ertanga 
Sucb mNHngi are uauaHy lew I* tf P**" 

pooe or «MV»*cior.ng oiv*c»^nW^O»dallni«»- 
tlons n« aval laWe aajo ihe 

dividends an Raerima or finals and Uw .**- 
divisions shown MM ara based meMJr on 


TODAY 

Interims- Comae. OEI liA, CM* man hi* T rust. 
Adraftdsfration. Racham £nvh oniMsnial Sar- 


FlsnM- -nssr oms. 

WTDHB M 


Grampian ToMvMon 

Grssl Portland Esodaa . 

Haoelgh Industries 

Johnson. Fry — 

lOng S Shaxsen — 

Hsrou ry Asast Ma naaems f • 

Powell Mfryn 

Premier Group 

Sanders ft Sidney — 

SmMi St Aubyn 

Tea HWBS 

Vvin* — 

Warburg (B-G.) 


NM. 13 

JJJ! j&uir ITXZZr Nov. w 

American Business Syatenw. Nm. « 


BridporfOrijney 

Carr'S Mttftng tnds. 

Co n ce ntric 


Sieves 


" Nov. T 


Metro Radio 

Thornton (G.WJ_ 




zreenom or umu» , 

sworth Industrial Estate, Swta- 
don, tor £2m cash, from Bryant 

Propertie s. . . 

1CTJ.TR & EVERAKD, chemical 
marketing and distribution 
group, has agreed to buy Ind- 
chem, a commodity chemical 
distributor, based iu # Geor^a, 
for <£L3m> cash, fo the 
year to September 30 Indcbem 
had sales of $l2An and pro™ 
before tax and non-recurring 
items of $0.4m. 
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UK COMPANY NEWS 


Belgian rescue for Sutcliffe 


By Andrew Hill 


A £6.5m cash deal with a 
Belgian company has rescued 
Sutcliffe Speakman from the 
jaws of receivership. 

It has sold most of its envi- 
ronmental engineering division 
to the Brussels-based indus- 
trial supplies and services com- 
pany Groupe Fabricom. 

Fabricom approached Sut- 
cliffe, investigated the environ- 
mental engineering businesses 
and signed the deal in the 
space of three days last week, 
after Sutcliffe’s shares were 
suspended on the Monday at 
45p. 

It is believed that pressure 
from its bankers would have 
forced Sutcliffe to appoint 
receivers on Friday or yester- 
day had a solution not been 
found. 

The group said yesterday it 
hoped the temporary suspen- 
sion of its shares would be 
lifted once a circular was sent 
to shareholders explaining the 
reasons for the deal. That 
should be published in the next 
three to four weeks. 

Fabricom will pay £&5m In 
cash for the businesses, which 
are involved in water treat- 
ment and filtration. About £lm 
is being held back until com- 
pletion accounts are finalised. 

The businesses sold gener- 
ated £im In operating profit in 
the year to March 31, from 
£IL6m of turnover. 

The Belgian group has also 
taken on £2£m of bank debt 
and has In effect written off 
£3m of inter-company borrow- 
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John Beliak: there are a lot of things still need doing 


fogs. The disposal should 
reduce Sutcliffe’s borrowings 
to about £l3m, against £lfim of 
shareholders' funds. 

Mr John Beliak, rhaim mw at 
Sutcliffe, said yesterday: 
“There are a lot of things still 
need doing, but clearly the sit- 
uation is a great deal healthier 
than it was.” 

He would not comment fur- 
ther except to add that the 
group would do whatever was 
in the best interests of the 
shareholders. However, it is 
thought th at Sutcliffe is still 
reviewing the future of its acti- 
vated carbon operations and 
has not ruled out further dis- 
posals. 

Sutcliffe's share price col- 
lapsed in August after Mr Bel- 
iak warned that a “substantial 


loss of profitability" In the car- 
bon division would lead to a 
pre-tax loss for the first six 
months of 1990-91. 

IT the Stock Exchange agrees 
to lift the temporary suspen- 
sion, the group will become 
one of only a handful of quoted 
companies which have taken 
the curse off the bland phrase 
“pending clarification of its 
financial position” in a formal 
announcement 

The expression is one of a 
short list approved by the 
Stock Exchange as an explana- 
tion of why shares have been 
suspended, but in recent 
months investors have learned 
to dread it as a potential har- 
binger of impending financial 
collapse or seemingly indefi- 
nite suspension. 


TELFOS HOLDINGS, the 
Leeds-based locomotives, 
rolling stock. Investment and 
property dealing group which 
last month accepted the 
resignation of its Chief execu- 
tive, yesterday announced fur- 
ther extensive boardroom 
changes. 

Mr Geoff Rowley has been 
appointed joint managing 
director. He will share execu- 
tive responsibility with Mr 
Edward Duke, who was 
appointed managing director 
after Mr Jonathan M alias 

resigned as chief executive on 
October 23. 

Mr John Beaumont has 
resigned as finance director 
and Mr David Marfarlan e has 
retired as company secretary. 
Mr RV Dingle has been 
appointed group financial con- 
troller and company secretary. 
Mr Terry Jefferies, manag i ng 
director of Hnnslet Transpor- 
tation Projects, joins the 
board. 

Last week Telfos made a 
£7,lm provision against 
investments and contingent 
liabilities following a review 
of the group's nan-core activi- 
ties. 

Telfos shares closed 14p 
higher at 80 p yesterday, but 
are still below the lOOp level 
they were before Mr Mafias 
resigned. 


WILLIAM COOK, the 
acquisitive Sheffield-based 
steel foundry group, has 
repented a 55 per cent increase 
in pre-tax profits, from £3.74m 
to £5 An, in the six months to 

September 29. 

Turnover advanced 65 per 
cent to £70.43m (£42.64m). 
Earnings per share were 
slightly down at 20.5p <2093p), 
but the Interim dividend is 
lifted to 5p (4£p). 

Mr Andrew Cook, chairman, 
said the group was now 
encountering difficult trading 
conditions because of the 
recession and the high value of 
sterling against the dollar and 
European currencies. But he 
was confident that profits for 
the full year would show a sat- 
isfactory increase over last 
year’s £9-52m. 

He added: 1 am, however, 
unable to see a single advan- 
tage to your company ever 
resulting from Britain's mem- 
bership of the ERM at the cur- 
rent over-valued exchange 
rates.” 

Mr Cook said that, having 
completed a major acquisition 
programme last year, the 
group was in the advantageous 
position of being able to close 
considerable quantities of inef- 
ficient capacity, concentrating 
its resources and investment 
on tbe most efficient plants. 

To this end, the Newcastle 


factory of George Blair was 
already running down prim: to 
closure early next year and 
this would be followed by the 
Ay cliff e facility, thereby con- 
centrating Blair’s activities 
from four sites to two. 

Mr Cook said: “We also 
expect to close the Chest er field 
plant of William Cook Steel 
Castings before the end of the 
financial year, thus c onc e ntr at - 
ing their manufacturing activi- 
ties on a single site at Park- 
way. 

“This too will greatly assist 
manufacturing efficiencies and 
improve margins. 

“Both the Newcastle and 
Chesterfield sites are prime 
city -centre locations and in due 
course we expect to realise sig- 
nificant sums through their 
sale.” 

Large-scale workforce reduc- 
tion had taken place at Lloyds 
Burton, where a total head 
count of 550 at the time of 
acquisition had been reduced 
to under 400, thereby maintain- 


ing profitability cm a reduced 
order book. 

An investment programme 
was about to begin at Lloyds 
Burton, concentrating on the 
specialist market areas where 
it had the greatest expertise. 
Further efficiency drives were 
taking place at Catton and 
HPC, with benefits already 
coming through. 
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a c quisit ion by Severn Trent of 
Caird Group. 

MOSAIC Investments, on 
t^hair of its Kenilworth Com- 
ponents subsidiary, has com- 
pleted the acquisition of the 
injection moulding division of 
T-gng Tiflm Packaging. Maxi- 
mum consideration is £l-3Sm- 
PENDBAGON, tbe luxury and 
executive car distributor, has 
been awarded two new Jaguar 
franchises, in Swansea and 
Stourbridge. 
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Excll/sive^ on 071-240 8844 (Corporates); 071-3/9 7075 (Trading 
and Commodifies/ 071,-240^2/37 (Insurance/ 071-379 4101 '..Fund 
Managers - )/ And, all nighr’on 071-438 1910. 
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CITIBANK 


Citibank N-A- is a member of TSA and IMRO. 
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Associated 
British Foods 


Half Year Progress Report 


UK COMPANY NEWS 


V 

ft 


Six months to 
29 September 

199 nr 

Six months to 

30 September 
1989* 

Year to 
31 March 
1990 

hr 


£ million 

£ million 

£ million 

es 

tl 

Turnover 

1,367.0 

1,271.0 

2,774.7 

Of 

O' 
a i 
rr 

Trading surplus 

Interest payable 

66.9 

2.1 

64.8 

64.1 

3.1 

61.0 

159.3 

7.0 

1523 

rt 

Investment income 

67.5 

50.3 

131.5 

V 

c 

Profit on ordinary activities before tax 

1323 

1113 

283.8 

V 

b 

ii 

United Kingdom tax 

Overseas tax 

243 

18.9 

21.0 

15.4 

54.1 

36.6 

a 

tl 

Profit on ordinary activities after tax 

Minority interests 

89.1 

2.8 

74.9 

2.4 

193.1 

5.5 

p 

b 

a- 

Profit on ordinary activities 
attributable to the company 

863 

72.5 

187.6 

b 

Extraordinary items 

— 

0.5 

79.6 

b 

» 


863 

73.0 

267.2 

a 

d 

li 

u 

Ordinary dividends 

1st Interim 

2nd Interim 

16.5 

14.7 

14.7 

34.6 

wi 

a 

Earnings per share before extraordinary items 

19.2p 

163p 

41.9p 


*HaJf year figures u na udit ed . 



your 

International 
Securities Data 
coming from 
the right 
source? 


I n an uncertain world, 

there’s only one place to get your 
data. Straight from the horse’s mouth. 

As the official body in the market 
die Association of International Bond 
Dealers has more data, more easily 
available than anyone. Our complete 
electronic resource includes daily up- 


dates on 7000 prices and on 
die latest Eurobond issues, historic prices 
that go back for 3 years and up to 200 
fields of information on individual bonds. 

No wonder we’re the market’s most 
sought after resource when it comes to 
electronic securities data. A 1 \ V 
Why horse around? 



Kir further information send your business card with this advertisement to Margaret Wilkinson, 
AIBD (Systems and Information) LttL, Seven Limeharboui; Docklands, London E14 9NQ. 

Fax 071-538 4902. Or telephone her on 071-538 5656. ftwi »w 


Southern Electric 






Duncan Boss: largest number 
of industrial companies 


The Chairman. Mr. GARRY WESTON, reports; 

The profit before tax for the group has increased by £21 X) million or 19 per cent to £132.3 million. 
After providing for taxation and minority interests, die profit attributable to the company shows a similar 
increase at £86.3 minion. 

Worldwide sales increased by S per cent to £1.367 million whilst the trading surplus was 4 per cent 
higher at £66.9 million. 

In the United Kingdom, although sales increased by 8 percent to £893 million, trading profits at £36.1 
million were £2.8 million lower than in the first half of last year. After a reasonable start to the year by our 
manufacturing companies the profitability of our bakery division suffered erosion through heavy competi- 
tion and a general fall in bread consumption in part due to prolonged periods of warm weather, a factor which 
also contributed to relatively poor sales performance from the company’s retail bakery and light catering out- 
lets. Whilst the warmer conditions adversely affected our canning operations they were a major factor in the 
sales and profit growth of our ice cream division. Our retail grocery companies in Northern Ireland, following 
the adoption of a more aggressive trading profile announced last year, made significant progress and sales 
and profit growth are in line with forecasts. 

Overseas sales at £474 million and trading profits of £30.8 million increased by 7 per cent and 22 per 
cent respectively with currency realignments having minimal effect on these results. George Weston Foods in 
Australia showed satisfactory results. Sales and operating profits, including some property sales, increased 
by 6 per cent and 17 per cent respectively, although the continuing rationalisation of the New South Wales 
bread operations again affected results. Australian results have been converted at 2.26 dollars to the £. 

Group investment income has increased by £172 million to £67.5 million. A significant element of this 
increase is that the year ago figure included only three months’ income on the amount realised from the sale 
of our investment in the Gateway Corporation in June 1989. The income arising as a result of the increase in 
the general level of interest rates was offset to some extent by the absence of an interim ordinary dividend 
from Berisford International. 

Whilst we expect a satisfactory performance from our operating divisions for the remainder of the 
year, the results for the full year will be affected by the trend of interest rates in the United Kingdom and the 
adverse movement in the Australian exchange rate since the end of the half year: The 19 per cent growth in 
profits at the half year will not be maintained in the second half, as allowance must be made for the special 
factor of the income from the Gateway proceeds and the fact that the second half results last year included the 
larger Berisford final dividend. 

As indicated at the time of the 1990 Annual General Meeting we «h*n be reviewing the value of the 
investment in Berisford International at the time of the presentation of the fall year's results. The adjustment 
will be dealt with as an Extraordinary Item. 

At a Board Meeting today the directors declared a first interim dividend of 3.7p per share (1989 - 
3Jp) which, together with the associated tax credit, is equivalent to 4.9p per share (1989 -4.4p). This interim 
dividend will be paid on 5 March 1991 to shareholders on the register at the close of business on 1 February 

Associated British Foods pic 
Weston Centre, 68 Knightsbridge, London SW1X 7LR 


A touch of Southern comfort 

Qare Pearson on the prospects for a prosperous and large supplier 

tatton, it is likely to be that 
Southern will be heavily penal- 

This is because the a im of 
the pricing is to arrive at a 
level playing field for an the 
companies, so that those with 
the most attractions to inves- 
tors bear less generous yields, 
and vice versa. 

However, the experience of 
last year’s water flotation sug- 
gests that in early stock mar- 
ket at least investors 

fpnii to chase the smallest com- 
panies offering the highest 
yields. «yl » pRfag companies like 
Southern. 

That is likely to put a special 
pressure on the company to 
impress the City, and it would 
be wrong to assume that that 
will be the only challenge it 
win face after flotation. 

First, it is facing a fairly 
steep increase in capital expen- 
diture. In the prospectus. 
Southern says it expects to 
spend £i46.4m this year, up 
from £ 112 nj last year, and the 
figure will be materially higher 
in the following three years. 

Another chall enge it will be 
facing will be control of costs. 
Southern’s record on this is by 
most measures already Impres- 
sive — which clearly limits its 
scope for further improve- 
ments. 

However, Mr John Wilson at 
DBS Phillips & Drew says that 
in terms of cost control rela- 
tive to assets, Southern’s 
record is below average for the 
industry. Clearly, this creates 
an opportunity to do better in 
future; but Mr Wilson says it 
“may be quite onerous given 
the cost pressures" faced by 
Southern in its area. 

Analysts agree that there is 
scope for improvement in the 
smaller businesses of contract- 
ing and retailing; the planned 


T here cannot be 

many state-owned util- 
ity companies with 
headquarters in a country 
mansion, but for more than 40 
years Southern Electric has 
rejoiced In being housed at 
Woolley Hafi, an 18th century 
house at Little wick Green in 
Berkshire. 

The Hall, recently restored 
to Its original splendour, is 
only one of the many blessings 
Southern should be counting 
ahead of its flotation on the 
stock market in a few weeks’ 
time. 

Size alone makes it impor- 
tant: In the flotation prospec- 
tus, published last Friday, the 
company forecast historic cost 
pro forma pre-tax profits of 
£88.5m for the current financial 
year. 

The new price control 
regime would allow it to 
recover a maximum further 
amount of £ 28 m, for the same 
level of sales. 

Geographically, it is the sec- 
ond largest regional company 
after Eastern. Its area, stretch- 
ing from the west of London to 
Somerset and taking in towns 
such as Reading, Basingstoke 
and Swindon, is also one of the 
most prosperous in the coun- 
try. 

Economic indicators are for 
continued higher-than-average 
growth especially within the 
commercial sector. This should 
be boosted by developments 
such as the extension of the 
M40 motorway which should 
bring a Anther influx of invest- 
ment into the north and east of 
the region. 

That means also that sales to 
the domestic sector should 
increase even though, as 
Southern notes in the prospec- 
tus, they are currently suffer- 
ing from the slump in the 


Cuatomer breakdown! of sales 


Southern Electric (%) 

Industry {%) 

Domestic 

41.1 

34.4 

Commercial 

33.3 

2S.9 

Indus trial 

23.1 

S6.7 

Other 

2.5 

3.0 

Saute* UBS Ptmpa & Onm 


housing market which has 
seen the number of new bouses 
built fall from 44^00 in 1988/9 
to 35,800 in 1989/90. 

But what really counts about 
Southern’s domestic sales in 
the new, competitive electric- 
ity market is that, at 41 per 
cent of the total last year, they 
represent a solid block that is 
not going to fade away due to 
economic conditions or trans- 
fer its custom elsewhere. 

Sales to industrial custom- 
ers. by contrast, add up to little 
more than half that percent- 
age. 

Of the larger customers, 
some such as Slough Estates 
are already generating their 
own electricity. 

Nevertheless, Southern’s 


industrial customer base has 
one particular advantage, 
which is that it is highly 
diverse. As Mr Duncan Ross, 
chairman, says: “We have one 
of the smallest industrial loads 
as a pr oportion - but we have 
the largest number of indus- 
trial companies.” 

All these blessings have, of 
course, been factored into the 
structure imposed on Southern 
as it enters the private sector. 
This is why its X factor, part of 
a formula which governs the 
extent to which It can raise 
prices, has been set at 0.65 per 
cent, the third lowest for all 
the companies. 

Once they are put into the 
pricing of the shares, which 
will take place just prior to flo- 


Blystad 
tumbles 
to £0.7m 

OPERATING PROFITS of 
Blystad Group, formerly 
known as KCA Drilling, fell 
from £3.58m to £710,000 on 
turnover down from £12 .63m to 
£10.9m in the six months to 
June 30. 

Mr Wilhelm Blystad, execu- 
tive chairman, pointed out that 
the group had undergone a 
costly reorganisation of the 
management structure and 
realignment of activities and 
that It was now in a position to 
restore its asset base and prof- 
itability. 

As a first step the group 
completed the proposed acqui- 
sition of three offshore drilling 
rigs in September and has now 
entered into conditional con- 
tracts for the disposal of two of 
these, the Songa Sun and 
Songa Sky, on terms which 
would give a net profit of 
El.lm. The aggregate consider- 
ation for the disposal is $22£m 
(£U-7m). 

After exceptional debits of 
£262,000 (nil), there was a pre- 
tax loss of £130,000 against a 
previous profit of £1.57m. 

The loss per share emerged 
at 0.16p (earnings l.58p). 
Extraordinary items of ELSIm 
(nil) Included £3 -35m for termi- 
nation of a management con- 
tract and expenses of £150,000. 

Betterware shows 
52% profit rise 

Betterware Consumer Prod- 
ucts, the catalogue direct seller 
of domestic household ware 
and care items, expanded its 
pre-tax profit by 52 per cent. 


from £L.13m to £L7lm, in the 
28 weeks ended September 8 
1990. 

The result again demon- 
strated the potential of the 
direct-selling formula, espe- 
cially in the context of a down- 
turn in the UK economy, said 
Mr Andrew Cohen, the chief 
executive. 

“Direct Belling has moved on 
a great deal since the days of 
the door-to-door brush sales- 
man," he added. 

The sales catalogue now con- 
tained more than 90 products 
including, for the first time , a 
range of toys. Orders received 
in the first eight weeks since 
the interim stage were 55 per 
cent ahead of the correspond- 
ing period last year. 

Mr Cohen said the future 
was excellent, and it was now 
time to export. Plans for expan- 
sion into Europe, starting with 
France, were at an advanced 
stage and trading should begin 
during next year. 

Sales in the interim period 
rose 36 per cent to £13.98m 
(£20.2&n). Earnings were 534p 
(3.66p) and the dividend is 
lifted to L35p (L075p). 

Lower sales hold 
back Smith Estates 

Reduced sales of investment 
properties led to a decline from 
£541,000 to E625JW0 in pre-tax 
profit of DSM-quoted James 
Smith Estates in the half year 
ended September 24 1990. 

Gross rental income 
improved to £797,000 (£685,000). 
However, sales of residential 
leaseholds in St John’s Wood 
were affected by the downturn 
in the property market, and 
profit on sales fell to £111,000 
(£211,000). 

Net interest payable was cut 
to smxxo (£207,000). Es 
slipped to 2.2lp (2.46p) and 


NEWS DIGEST 


Interim dividend is lifted to 
UP dp)- 

Mr Stephen MuIUner, chair- 
man, remained confident that 
rental income would continue 
to grow significantly. 

Colorgen moves 
Into the black 

Coforgen, the maker of com- 
puterised colour-matching 
systems, made a small profit in 
the year sided June 30 1990, 
and is looking for further 
improvement in the current 
year. 

The company is based in 
Massachusetts and quoted on 
the DSM.In the year the profit 
came to $18,000 (£9.160), after 
interest charges of $73,000, 
compared with a loss of 
$220,000 after interest of 
$61,000. Earnings per share 
were o.l cents Gosses 1.5 
cents). 

Mr John O’Brien, chairman, 
said the pro fit more than com- 
pensated fear losses in the first 
half, and was made despite a 
reduction in gross margins. 
Turnover rose to $5. 06m 
($3Rm). 

He went on: “We are exper- 
iencing a good level of inqui- 
ries in the current year and we 
have received a substantial 
commitment from a US paint 
company for delivery during 
1991." 

UnfChem boys into 
German company 

UniChem, the pharmaceutical 
wholesaler, is making its first 
move into Europe, in partner- 
ship with business colleagues, 
at a cost of £43m. 

It has taken an option to 
acquire a 17 per cent stake in 
PAG Pharma-Holding, a Ger- 
man quoted company whose 


sole asset is a 30 per cent stake 
in Anzag, Germany’s largest 
phiimwHiiitirai wholesaler. 

With stakes held by Uni- 
Chem’s partners, OPG of Hol- 
land and Egwa-Wiveda of Ger- 
many, the consortium will 
have control of PAG. 

Consideration will be 
DM12 .38m and be met by an 
issue of shares, not exceeding 
4m. 

Mr Peter Dodd, chief execu- 
tive of UniChem, said the move 
would enable his company to 
take advantage of any opportu- 
nities that might arise after 
1992. 

Safelaod profits fall 
more than £1.6m . 

Safe land, the USM quoted 
property investment, refurbish- 
ment and estate agency, 
reported a sharp fall in pre-tax 
profits from £lB8m to £309,000 
in the six months to September 
30. 

Mr Raymond Lipman, the 
chairman, told shareholders 
that he believed the group had 
performed well in a sector 
which had been severly 
affected by the economic down- 
turn. He said the decline in 
turnover and activity levels 
was also partly a result of 
adopting a cautious approach 
to all property transactions 
and a commitment to reducing 
the group’s gearing level, 
which stood at 94 per cent at 
March 31 1990, to 62 per cent at 
September 30 1990. 

Turnover for the period fell 
from £1951 m to £8.64m; earn- 
ings per share were I.llp 
(7.09p) after tax of £108,000 
(£712,000) and the interim divi- 
dend is cut from 1.6p to 0.7p. 
Mr Lipman said he believed 
that the recent fall in base 
rates to 14 per cent might be 
the impetus needed to help 



PRIVATISATION 


introduction of central ware- 
housing should, for instance, 
help the latter. 

In other areas. Southern is 
cautiously keen to move into 
generation and together with 
South Wales and London Elec- 
tricity it disclosed: during the 
summer it was considering tak- 
ing an equity stake in a £450ht 
power station in west Wales 
being planned by Texaco, the 
US ml group. 

On supply. Southern seems 
likely to tread a middle read: tt 
is obviously keen to retainand 
even to gain customers but 
It win do so only on 
grounds. When com- 
petitive tendering closed in 
June, it had lost 74 customers 
to competitors, most notably 
Heathrow Airport to Seeboard, 
but gained SO outside its own 
area. 

The way Southern has 
hedged its electricity purchas- 
ing for this year has left it 
exposed to price changes at 
peak periods. It is impossible 
to tell at the moment whether 
that position, which will not tn 
any case have arisen entirely 
out of Southern’s choice, will 
have turned out to be a wise 
one. 

However, analysts note that 
Mr Ross and other directors 
from Southern were heavily 
involved in the negotiations 
concerning bow purchases and 
sales in the new electricity 
pool were to be conducted; this 
may have given it an edge that 
will prove useful in the 


restore the group’s profits, 
growth rates and dividends to 
previous levels. 

BNP makes offer 
for Capital Leasing 

In an agreed deal, Banque 
Natxonale de Paris is offering 
to acquire the capital of Capi- 
tal Leasing Group at Irish 44p 
per share. 

Development Capital Corpo- 
ration and its subsidiary have 
irrevocably undertaken to. 
accept In respect of beneficial 
holdings of 19-08m shares (67.35 
per cent). Capital Leasing has 
appointed Davy Corporate 
Finance a* independent 
-> adviser to consider the offer.- 

CLG believes the deal will 
give it ' sufficient resources to 
substantially expand its cur- 
rent 253 per cent share of the 
Irish leasing market BNP .will 
rlmnnpJ its Irish leaning activi- 
ties through CLG. 

Sock Shop creditors 
accept rescue plans 

Creditors of Sock Shop Interna- 
tional, which has an estimated 
total deficiency of £17m, have 
accepted the proposals made 
by administrators appointed to 
rescue the company. 

Mr PWG Du Buisson and Mr 
PR Sykes of the London 
accountancy firm BDO Hamlyn 
are to be allowed to continue 
to manage the company’s 
affairs to achieve a more 
advantageous realisation of 
assets than would have been 
effected in a liquidation. 

They have also been given 
permission to complete and fin- 
alise the sale of Sock Shop 
assets and property to Sock 
Shop Holdings (formerly 
Fullcbance) and to realise 
other miscellaneous assets. 


COMPANY NEWS IN BRIEF 


ARCADIAN 
INTERNATIONAL’S recom- 
mended offer to acquire Smith- 
field Developments has been 

declared unconditional. 
ASHLEY GROUP has aquired 
60.3 per cent of Vertika Inter- 
national, a leading brand name 
for window Minds, for £L57m 
cash; and has options to bny 
the remainder early next year 
giving a total consideration af 
£2.61 m. 

BRENT CHEMICALS Inti has 
paid DM3m cash for Pangolin 
Lack-und Farbenfabrik, maker 
of liquid resists, hot air level- 
ling fluxes and screen inks 
used mainly in the manufac- 
ture of printed circuit boards. 
CAMPBELTOWN CREAMERY 
Holdings, the maker of Mull of 
Kintyre brand cheese, is to 
become a subsidiary of Scot- 
tish Pride Quality Dairy Foods, 
the commercial division of the 
Scottish M3k Marketing Board. 
Scottish Pride will own two 
thirds of a new joint venture, 
Kintyre Creameries, with 31, 
the venture capital group hold- 
ing the balance. 

CH INDUSTRIALS has sold the 
business and assets of two non- 
profitable subsidiaries. Becla- 
wat Engineering and Chert 
Foam, for more than £2m cash. 
Beclawat was purchased by 
Percy Lane, a wholly-owned 
subsidiary of Beywood Wil- 
liams. 

CITY AND Westminster 
Group's Archford Computers 
International subsidiary has 
sold hardware and software 
tights to Doctus for £L2m plus 


VAT. These rights will form 
the basis of Doctus Technology 
Services (DTS). Archford has 
acquired, for a nominal consid- 
eration, 5 per cent of DTS. This 
stake can be acquired by Doc- 
tus in three years under a prof- 
it-based formula. City and 
Westminster has also received 
net receipts of about £800,000 
from the sale of Progress 
House to Doctus. 

CXTYBOND STORAGE: Talks 
are taking place which may 
result in a possible offer for the 
company. 

CRAMPHORN has acquired 
Macfarlanes Garden Centre, 
based at Sprowston,Norwlch. 
for £1.42m cash plus a further 
sum equal to valuation of 
stock. 

ELD RIDGE, POPE and Vaux 
Group have entered into a joint 
venture for the ownership of 
the Highcliff Hotel (Bourne- 
mouth). Vaux will acquire 50 
ner cent of Hhrhcliff’s eauttv 
for an estimated £L3m cash. 
The agreement values the 
hotel at about £12m. 
EXPEDD5R has purchased a 
19-9 per cent interest in EGP 
Sports for £100.000 cash and 
the issue to the vendors of 
403,000 shares. Expedier also 
announced arrangements by 
which it can. acquire rest of 
EGP for £160,000 cash and 
£400,000 in shares. Option is 
exercisable by August 31 199L 
GREENWICH RESOURCES: 
George Weston Holdings has 
subscribed for 15.63m A shares 
following completion of the 
company's rights issue. 
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a J h . t fflW6ion to turn a 
3S^a°M*!! t ^ pot » Cas- 

D«bi S h,?Tp^ a8 |, i “ r t . h e 

National Park, into a ^ 

W^busmesa -all hell brote 

.wl^fe 11 * 3 objected to the 
depot being put to industrial 
“®e m a street lined with gift 
SL“P shops and restful 
EJJ* 8 : 1X10016 to Castte- 

wrw S e rf PiCtupesque H °P® 

frS e £»S£ e a good Uv *s 

“Petitions went round." 
Winder re«til s. “The local fate- 
to!? SMiety protested it had 
been offered the depot for a 
miwetnn while the Peak Park 
mid the National Trust wanted 
it tor a visitors' centre." While 
toe authorities stalled for three 
years Winder rented half the 
depot which meant he haft to 
make do with portable build- 
ings parked in the back yard 
for offices and staff lavatory. 

Finally, after Winder and his 
wife knocked on every door in 
the vplaee to put their case, 
permission was granted and 
Thermal Measurement 
Systems, which makes thermo- 
couples (industrial thermome- 
ters), took over the whole 
depot. The 11-year-old company 
now employs 21 people and has 
£im of sales. 

The problems faced by ther- 
mal Measurement are not 
uncommon for businesses set- 
ting up in rural areas. Despite 
the decline of employment in 
farming, local residents and 
councillors can take a narrow 
view of the activities they are 
willing to accept to provide 
replacement jobs. 

“We want to create a balance 
in rural areas to offset the con- 
centration on tourism which 
often provides low-paid jobs 
with low added-value." says 
Gerry Ginno. the Rural Devel- 
opment Commission's eco- 
nomic development officer for 
the region. 

Thermal Measurement pro- 
vides just the sort of mid- to 
high-tech employment the 
commission is keen to encour- 
age. It requires expertise in 
fields ranging from bade met- 
alworking to electronics and 
computers and recently won a 
government SMART (Small 
Firms Merit Award for 
Research and Technology) 
award to develop a device to 
monitor when a thermometer 
is going out of calibration. 

For all the obstacles encoun- 
tered by companies such as 
Thermal Measurement, run- 
ning a business in an area like 
the Peak Park has many 
advantages. The peace and 


MANAGEMENT: The Growing Business 


Breaking through the 
‘not here’ barrier 

Pleasant locations are not always considered compatible with 
industry. Charles Batchelor on problems of rural businesses 



The authorities stalled tor three years before allowing Thermal Measurement Systems 
to take over a disused council depot in the Derbyshire Peak District National Park 


quiet of a rural location is a 
big attraction and travelling to 
work through country lanes 
preferable to big-city commut- 
ing, says Trevor Bell founder 
of CDR Group, which rfesjg ng 
software for use by civil engi- 
neers planning and repairing 
roads and drainage systems. 

Bell, who commuted to wort: 
in London for several years, 
started CDS in 1983 in a stable 
attached to the farmhouse 
where lie lives. Fifteen months 
ago he took over a house in the 
village of Hope and converted 
it into offices. He now drives 
two miles to work each day. 
Clients are only too happy to 
visit CDR because of its pleas- 
ant surroundings, be says. 

Despite CDR’s rural location, 
Hope is only 10 miles Cram 
SlwffwlH and 15 mflaa from the 
Ml motorway so the company 
has ready access to most parts 
of the country. 

Companies in the Peak Park 
also benefit from their proxim- 
ity to the research resources of 
the university gwd polytechnic 
in Sheffield. Jim Stan groom, 
managing director of ER Fluid 
Developments, says he makes 
use of specialists at Sheffield 
Polytechnic to help him ont 
when problems arise. 

bb, with four employees and 
turnover of about £100,000, is 


developing industrial applica- 
tions of electro-rbeological flu- 
ids which solidify when 
exposed to an electric field. 

ER is housed in former Min- 
istry of Defence buildings in 
Brough, another village in the 
Hope Valley. The company, 
which has also won a SMART 
award, could not afford prem- 
ises on a science park, says 
Stan groom, formerly an aca- 
demic at Sheffield University. 

Finding employees in a rural 
area depends on the type of 
business involved. CDR h as no 
problem recruiting people - 
many of thwm local housewives 
- to input data. The company 
is converting thousands of 
maps showing where sewers 
run into digitised form. 
Recruitment advertising con- 
sists of a card in the window of 
the village post office, says 
Bell, although more senior 
staff have also been found 
locally. 

"There is an incredible reser- 
voir of untapped energy," he 
py piaina. “Many of the women 
were frightened of high tech- 
nology but they have taken to 
it welL The alternative would 
be to go and work at the local 
supermarket" 

But many companies do 
have difficulty finding people, 
partly because the large num- 


bers of commuters and retired 
people attracted to the Peak 
Park make local housing very 
expensive. Even starter homes 
are beyond the reach of many 
employees. 

Two apprentices trained by 
Thermal Measurement left the 
company as soon as they mar- 
ried because they could not 
afford to buy houses locally, 
says Winder. The company can 
attract single people living 
with parents and older workers 
who are settled but has trouble 
finding people in their 20s and 
30s who are setting out to buy 
their first home. 

In areas of great natural 
beauty the attractiveness of 
the region brings extra pres- 
sures to bear on *mr»n busi- 
nesses and their employees. 
But not all country areas have 
the postcard charms of the 
Peak Park. 

Some 20 miles to the south- 
east of the Hope Valley, on the 
other side of the Ml motorway, 
the rural community is having 
to cope with the effects of a 
declining coal mining industry 
which has left many of the vil- 
lages with high levels of unem- 
ployment . 

Young high-tech entrepre- 
neurs who might be tempted to 
start up in business in the 
Peak Park are less likely to be 


attracted to Bolsover where 
the town looks down on the 
winding-wheels of the local pit 
and smoking chimneys of a 
coking plant. The pit villages 
of north east Derbyshire and 
Nottinghamshire lack the 
charms of Castletoa and Hope. 

The scale of the problem has 
prompted the Rural Develop- 
ment Commission to launch 
what it e«n» its rural coalfield 

initiative, It plans to spend 
£6m over the next three years 
to provide small workspace 
units, business advice and 
community far-iitHos 
in coal closure areas in Derby- 
shire, Nottinghamshire and 
Leicestershir e 

High unemployment means 
there is usually no problem 
recruiting workers. Monition, 
which provides contract engi- 
neers and equipment to moni- 
tor and predict machinery fail- 
ure, recruited engineers made 
redundant by the pit closures, 
says Michael Batty, joint 
founder and sales director. 
Monition has grown rapidly 
from just three to 30 employees 
over the past three years and 
has turnover of nearly £lm. 

Finding premises is more dif- 
ficult Monition, and 37 other 
small businesses, are based in 
a former Coal Board area office 
in Bolsover which also houses 
the local enterprise agency, the 
Bolsover Enterprise Agency 
Partnership. Businesses on the 
site provide about 250 full-time 
jobs and a further 50 part-time 
jobs, says Peter Stafford, joint 
manager of the agency. Open 
for just is months, the centre 
rapidly filled up with tenants 
despite the fact that it did very 
little advertising. 

Another common problem 
also unites the small busi- 
nesses in the Peak Park and 
Bolsover. As the businesses 
grow they need larger premises 
but find that none is available 
locally. CDR Group in Hope 
and Monition in Bolsover will 
both need more space soon if 
they are to continue expand- 
ing. Unlike small businesses in 
urban areas, however, they 
may be forced to move a great 
distance to find suitable prem- 
ises and may be unable to take 
their employees with them. 

"The Peak Park planning 
board won't entertain expan- 
sion on this site,” says CDR's 
Trevor BelL “You get encour- 
agement when you are amnii 
but when you get to a certain 
size they tell you to go away." 
If much of the effort which 
goes into promoting small busi- 
ness in Britain's rural areas is 
not to be wasted then the plan- 
ners must be prepared to find 
homes for the businesses 
which are growing in their - 
areas. 


A chance to talk back 

Charles Batchelor reports that small business wants more 
opportunity to co mmunic ate with the government 


T he British government 
has yet to develop an 
effective method of com- 
municating with small busi- 
nesses despite their growing 
importance in the overall econ- 
omy, according to a newly-pub- 
lished study*. 

firms were more diffi- 
cult to reach than large but the 
government should be aide to 

ww ftwinwipfltl nn chan. 

nels similar to those which it 
had developed with large-scale 
manufacturing in toe past, the 
authors suggested. 

The task would not be easy 
because small business owners 
are naturally suspicious of gov- 
ernment, the study noted. 
Communication was not 
helped by the fact that routine 
contact took the form of pay- 
ing VAT or PAYE taxes which 
gave the business owner a neg- 
ative view of the government. 

Government initiatives such 
as the Small Finns Service and 
the Loan Guarantee Scheme 
might be expected to create a 
more favourable impression 
but while most business own- 
ers knew of such schemes, few 
had used them. This was 
because the small firm had to 
ferret out the government 
department concerned; forms 
had to be filled in; and it often 
took a long time for toe civil 
servants to come to a decision. 

Resistance to government 
might be overcome by using 
intermediaries such as bank 


managers, trade associations 
or accountants bat contacts 
with these sources were often 
patchy, the study said. 

Despite their scepticism of 
government, small businesses 
were keen to achieve closer 
Tinipg in the belief that a more 
Informed government would be 
better able to create a favoura- 
ble economic climate. 

The researchers suggested 
the creation of consultation or 
liaison points staffed by civil 
servants in local council offices 
or job centres where small 
business owners could go to 
pot their views. 

But the small business own- 
ers surveyed felt large num- 
bers of people would have to go 
along for a fair representation 
of their views to emerge, while 
toe staff would inevitably be 
very junior. Small business 
owners were also unenthusias- 
tic about a proposal for toe cre- 
ation of local panels of govern- 
ment representatives and small 
business people meeting two or 
four times a year. Discussions 
would be too general to be use- 
ful, many felt 

They were more enthusiastic 
about the idea of taking part in 
personal interviews to discuss 
topics relevant to their own 
business. However, these 
would be better carried out by 
intermediaries with business 
experience rather than by civil 
servants, they 

The study suggested five fac- 


tors essential to good commu- 
nication between government 
and small business. The gov- 
ernment approach had to be: 

• Visible. It must be given a 
higher profile because small 
businesses felt that at present 
government did not give their 
views serious consideration. 

• Pro-active. The government 
must take a lead because small 
businesses felt they could not 
put across their views effec- 
tively. 

• Personal. Small business 
owners conducted their busi- 
ness on a hi ghly personal basis 
and disliked the impersonality 
of government documents. 
Consultation must be “user- 
friendly” whether face-to-face 
or on paper. 

• Relevant. Small business 
owners should only be con- 
tacted on issues relevant to 

th«n or when pos s> M » riiang ns 

might affect them directly. 

• Involve feedback. Small 
business owners needed to feel 
that consultation had been 
worthwhile and any results 
should be fed back to those 
who had given time and 
thought to the exercise. 

* Government Consultation 
with Small Business Owners by 
K MacMillan , J Curran and S 
Downing. Published in Interna- 
tional Small Business Journal 
Vol 8, No 4, Woodcock Publica- 
tions, PO Box l Macclesfield. 
Cheshire SKJO 4YQ. Tel 0625 
528516. 


In brief... 


■ Many em«n UK wtmpaniog 
are very active exporters, 
according to the tost 
Quarterly Survey* erf 
Exporters to be carried out 
by tho Small 

Research Trust. Companies 
polled exported on average 
38 per emit of sales; very small 
firms, with less than £50,000 
worth of sales, exported an 
average of 48 per cent. 

The most important 
problems faced by e xp orters 
had to do with marketing, 

faplndhip dealing with n pnifat 

and distributors, followed by 
payment delays/bad debts and 
exchange rates. On avenge 
e x porters wonld have 
preferred sterling to have 
joined the European Exchange 
Rate Mechanism at DM2B0&1 
rather than at DM2415. 

* Available from School of 


Management, 

Walton Ball, Milton Keynes, 
MK76AA. Tel 0908 65583L £15 
per copy or £45 d year. 

m Businesspeople i 
information on trade 1 
the European Community will 
be able to turn to two new 
Euro Info Centres opening 
shortly at the Local Enterprise 
Development Unit in Belfast 

and t h e T/wiHmi f!hamhw nf 

Commerce and Industry. The 
centres »l«» provide advice 
on European Commission 

p rap m iwTHO K. 

■ National Westminster Bank 
& to merge its two venture 
capital operations, Nat West 
Growth Options and County 
NatWest Ventures, in January. 

NatWest Growth Options 
was established five years ago 
to provide small amounts of 
v enture capital Bna " M ‘ in 
addition to the larger deals 


being carried out by C oun ty 
NatWest Ventures. Growth 
Options began by providing 
subordinated loans convertible 
into equity but has since also 
made direct equity 
investments in deals valued 
at up to £500,000. 

The merger was prompted 
by toe growing informal 
co-operation b et we e n the two 
venture capital arms. The two 
will combine mdathu 

and merge regional offices. 

At the same time Growth 

Options will return 
responsibility for 
straightforward loans 
provided with venture capital 
to local branch managers. 

Growth Options has 65 
investments involving 210a 
of equity. County NatWest 
Ventures has £lS0m worth 
of invest m e n ts. Boh King, 
head of Growth Options, is 
to become a director of County 
NatWest Ventures. 
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IMPORTERS/DISTRIBUTORS WANTED 
LATEX EXAMINATION GLOVES 

We are one of Malaysia's most established 
manufacturers of Latex Examination Gloves 
and we are looking for Importers and 
Distributors for our product in the UK. 

We are also registered with the FDA 
Please fax us (607) 377680 or Telex MA 
60107 or alternatively you can write to 

The Director 

Malang Manufacturing Sdn Bhd 
83A Jaian Langkasuka 
Larkin Industrial Area 
80350 Johor Bahru, Johor 
Malaysia 


WISH TO OPERATE IN SPAIN? 

Spanish Civil. Engineer & Master in Business, with international 
experience wfth&r die Genera! Management of services In roads, 
construction, traffic and related Industries, computerised information & 
database servfees. marketing, training, technical research and 
consultancy services; _ . „ 

Would accept assignment as Seoeral Agent or Manager in Spain or a 
Tcp-Eaecudva post hi an international company operating m any at die 
shove sectors and/or fields. 

Interested please write to; 

General Manager- RoM 
Apartado de Correas 36.146 
28060 Madrid. Spain 


~~ ~ ' “ CstesraffisGl} 

Are you looking to 
develop your business? 

If you own and nm a successful company which is more 
than three years old and you're planning future develop- 
ments or expansion, Cranfield School ot Management, one 
of Europe's top business schools, has a programme 
designed especially to help you. 

Called the BUSINESS GROWTH PROGRAMME and 
nm on a part-time basis over 4 months, it provides a unique 
opportunity to plan and achieve successful development 
and growth for your business. A team of unrivalled expertise 
drawn from venture capital houses, financial 
institutions and business consultancies 
contributes to the programme. 

For information phone Eve Hussey on 
0234 751122 Ext 3382, or write to her at 
Cranfiefd School of Management Cranfieid, 

Bedford MK43 0AL Fax 0234 751806. 



By Order of J A Talbot and A W Brieriey 
Joint Administrative Receivers of Leisure Investments PLC 
Wealherafl Green and Smith are offering FOR SALE 

2 WIMBLEDON 
DEBENTURES 
1991-95 

For further details contact 
Edward Mdnnes 


Weatheral! 

Green & Smith 

22 Qroaosy Lane London VC2A JIT 

071-4056944 


J® 

Regus 


Your office in 


PARIS 
BRUSSELS 
BUDAPEST 
COPENHAGEN 
WASHINGTON D.C. 


LONDON 
MADRID 
WARSAW 
NEW YORK 
LOS ANGELES 


SAN FRANCISCO 
Immediately available. Fully furnished and 
equipped offices. 

Secretarial support services 
Conference & Meeting Facilities. 
Prestigious Locations. 

Tel London 4-44 71753 2828 
Brussels * 32 2 2387806 
TJJ5JL Toll free 800 776 8330 


looking for investment? 

Entrepreneur aliy-minded PR consultancy, specialists in 
consumer and corporate fields, seeks to expand, by 
acquisition or merger with complementary business. This 
could be high-tech or business to business PR, or relevant 
service company such as desk top publishing, design/ 
typesetting or below the line promotion or management 
consultancy. Could suit promising start-up venture or 
existing business needing injection of capital and room to 
grow. Both of which we would provide for the right business. 

If vou think your* is, write with details Bax H7600, 

Financial Times. One SauUwtffc Bridge, London. SE! 9HL 

applications trailed in strictest confidence. 


Major Business Opportunity 


FOR 


(AM 


A 35 lo 45 year aid person who would Bte to Join a 
fuOy Sated PLC as Group Managing Director. 
You must cunentiy be leasing a h&iiy successful 
acquisition team and have proved succ es s in 
that area. You wB also be a dotScated business 
person wflh high ambitions. 

Tha Chairman, age late Sffs. I hold 60% pto of 
the shares of tie PLC which has assets of over 
£10m. 


THE COMPANY IS Currently loss mating. but ts fikeiy to make good 
profits in Ms next financial year. Current sates are 
over£30m. 

rums Wrtu Pas H> H7S74, nnsnrlsl 
Om Soafamffc Bridge, London SEl 9M. 


Joint Venture Potential 
for Substantial Capital Growth 

Our client is a quoted PLC which is highly experienced at 
sourdng, developing and m anaging petrol filling stations winch 
are sold on to major oil companies. They have an in-house team 
of specialists including designers, architects and specialist 
planners with considerable experience of appeals covering 
nationwide road networks and future new roads and by-passes. 

Our client seeks a joint venture partner to fund an operation to 
retain the petrol filling stations and to build a national c hain 
with the aim of achieving long term capital growth as well as 
on-going trading profits. 

Interested parties shook! contact Thomas Blake at 
N M Ratfasdtild & Sore Limited, 

3 York Street, Manchester, M2 2AW.Tefc (061) 833 0888. 

N M BothoMd a S» Ltated - Mreter oTTSA 


MINIMUM: £1,000,000 

Development Capital 

Property Finance for Development, 
Dealing and Investment 

Corporate Restructure, Mergers, 
Acquisitions, Flotations, etc. 

CORPORATE FINANCE CONSULTANTS 
LIMITED 

75-77 Moscow Road, L ond on W2 4XW 
Tel: 071-727 6474 Fax:091-2211196 


Does Your Business Need 
Finance? 

We specialise in raising equity and 
debt finance for companies. 

B your cashflow and profits are being squeezed by high 
interest payments, find out about our cheaper alternatives. 
Call us today on 071-353 4212 

tte OmHao. PC8S LMtod, Hm0m K«aob 
t Tacnpla Awnua. Victoria Efttoanfapara. London EG*Y OH*. 


CASH AVAILABLE 

An hum tor has &-2m arebbto tor purchasing a majority knars* in Property or 
Ita mbutte g ftwyre* reach womm h»»na tore an tianeflaarreti lnfa gton. 

B to ^predated Prepeny Cunpato nquMng bnmgdata ash da nat «tah in hare thafr 
Dana blasted around ihs marital. Haidar to amcomatfia prabfem B k auggwted the 
(MPHrire season, accommb « agate aw pu hi ana much. 

ki me fins) balance ptese eafl John Sw e ns o n . Storeman ft Conpany. toau ntt n a, 
WtphonnOZ773 7444ft. 


Business Opportunity 

Any aluminium manufacturer who can 
extrude tube sections of 25x10 cm and (9-10) 
mm thickness with various length up to 15 
meters. 

Pis contact Ph (966-2) 653 1198, 653 1297, 

Fax: (996-2) 642 1905, 

Tbt (495) 602 701 OMEST SJ 


MARKETING CHALLENGE 

Innovative and eqtoncSng marketing sendees company spectafiaing in 
die areas of motivation, performance dwetopmaiA incentive ravel and 
corporate communications urgently needs lo taft to companies or 
principals in the followina areas: 


1 Incentive Travel 

Conferences and Corporate Events 


* Sales Promotion 

• Sates Training 


with a view to a cq u i si tion or Joatt venture. We apply otr own techniques 
to our own situation and for the right deals tha rewards wHb© high. 

Write in confidence to Box H7603. Financial Times, 

One Southwark Bridge, London SEl 9HL 


DESIGN 
S- BUILD 

Contact the construction 
Team for your future _ 
EB on 0602 615100 


SWINDON - NORTH WILTSHIRE 

137 ACRES 

18 Hole GoH Course & Club 
House Development 

Pleasant undulating site close to a targe centre of 
population with outline planning approval. 
Freehold wife vacant possession. Price: £775,000. 
FIELDER & JONES 

10 Oxford Street, Malmesbury Tel: (0666) 822601 
and Swindon, Wilts. 


Property 

Finance 

Sterling and currency 
fends available at feted, 
or variable rate on 
investments and 
owner-occupied. Low 
start and deferred 
interest schemes 
available. 

JOHN CHARCOL 
COMMERCIAL 
I9S Koighubridge, 
London SW7 IRE 
Tel 071-589 2626 and ask for 
Commercial Department 


WANTED FOR 
NATIONAL LEISURE 
COMPANY:- 

Open land sites E.G. ear parks, 
development sites etc. Minimum 
half acre upwards. Any area of 
the United Kingdom considered 
or Europe. To rent or purchase. 

Minimum time required is 
twelve months. An opportunity 
to turn an empty site into a 
rewarding source of income. 
Our company would be pleased 
to pay m introduction fee to 
agents. Please send details to the 
above company. 

Write H7590, FmanciaJ Times, 
One Southwark Bridge, London 
SEl 9HL 
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* MOVEMENT TO EXPORT-m 
Q & SOI? RfE PRODUn-S FBfHU THE TAn giCTT 

ifti^orO aHHuim w lihwM i B w j n i n n ula faHan&m^ SIrwM 


Tta. 


•■i^knnpwlialnBfalWBu. 


r of. tad. 



Tci: 071-6287711 



Fax: 071 6281029 


WINE AND SPIRITS WHOLESALER WITH OWN BRANDS 


Ho lave* ta^arpurdurc outright, thM bualii«» which hu so cnvsftilJjr 


Thai 


i and a wtorUWfcl* distribution 


M b going through a period of rapid espanrien and a 
t has been rignod to further muttet a flagship product. 

bvatoutbrngBlnd to enable tfcacarpany toooutfciue Ba erputston propMUM. 
eat an be flesible to suit eadi pariyh rsqubaucda and the present wnan woold 
ran ndright sale. Turnover b presently inexcensof £2 mflUon per annum. 

For Jtottg i mf a rmMkm , Write Boa NoHTCTB. Hmnthl Timas. 


Berkeley 

Square 

W1 


Immediately available - 
luxuriously furnished, 
self-contained, 
air-conditioned office 
suites with full 
service/term 
by arrangement 

For full details please con tact - 
Nightingale Secretariat, 

3 Berkeley Square, 
London, W1X 5HG 
Tel: 071-629 6116 
Fax: 071-491 4811 


COMPANY 
WISHES TO 
DISPOSE 

of it’s stock of Caret Port 
and Champagne. 

Original cases, best prices. 

For further information write 
Box H7604, Financial Times, 
One Southwark Bridge, 
London SEI 9HL 


MORTGAGES 

On Commercial & Industrial 
Properties at prime rales 5/10 
years. Interest only. Minimum 
loan £300,000. 

Apply to: 

HUISCH 

Enrope*i teatfnc Fntsnee Cb— li aafa 
HIRSCH INT 
(FiesnNtal Services) LTD 
Berkeley Street, Camden Wl 
Teh 071-629 5051 Fas 071-409 0419 


14% FIXED 

(Mot MonxJI 

COMMERCIAL FINANCE) 

• on prims comm erc ial properfloa | 

* mMnwm loan £250000 
■ up to 25 pen term 

_ Bomaucti cgubrciu num 
I* Hn" — .T IT— ■ lii B T Hnrtnrt. nl 

061-228 0820 



VENTURE CAPITAL DEVELOPMENT 
FINANCE Currency Mortgages AM GROUP 
Fax: 081 740 8805. 


VIDEO 

OPPORTUNITY 

duality communications 
company wishes to form working 
relationships with recently 
retired senior executives who 
seek a part-time interest to keep 
minds active and supplement 
income. 

Write Box H7583 Financial Times, 
One Southwark Bridge, 
London SEI 9HL 


A MAGNIFICENT 
GOLFING PROJECT 
Tor sak near Deauville (France) 
Right to build on 80 hectares. Golf 
with 21 boles. 1 1 , 000 m 1 of buddioRs, 
hotcL diverse constructions. IMh 
Century Manor + annexed, 
buildings. 1 700m 1 costing. 2 
hours from Paris. Price 18 
Million Francs. 


Tet 31 87 32 32 
Fax: 31 24 39 39 


[Newly established U.K.] 
based Business 
Information Publisher 
is currently soaking new 
titles/pint ventures 

specifically in the 

automotive/transport sector. 

Principals only plaoM WMm 
B ox HTSflO Financial Thnaa. 

Orw Souhwrk Bridge, London SEl BHL 


Finance or 
Partnership 

required for development of 
large Country House, close to 
Gatwick with planning 
permission for a Hotel. 
Write Bov H7S9S, Financial Tina One 
Southwark Bridge. London SEI 9HL 


OD Properties 
For Sale - USA 
Fully Managed. 
U.K. Tax Allowances. 
Minimum £5,000. 
Tel: 08L-748 9020 
Fax: 081-741 7262 


NEW BUSINESS 
OPPORTUNITY! 

FOR SALE 

SOLE MANUFACTURING - .' A NO' 
MARKETING RIGHTS TO 
INNOVATIVE BATHROOM, 
PRODUCT. 

Write Box H7562, Financial 
Times. One Southwark 
' Brltigo. London S.E1 DHL,- 


CORPORATE RESCUES PLC. Buslr)««a In 
■rpubM? Ban ka/cr editors praeslno? Wa can 
help- Ring 071-730 9831. 


VENTURE 

CAPITAL 

DEVELOPMENT 

FINANCE 

Currency Mortgages 
AM GROUP. 

Fax: 081 749 8805. 


BUSINESS SERVICES 


LONDON 

BERKELEY SQUARE 


Elegantly furnished, 
luxurious office suites for 
frequent or infrequent use 
are immediately available if 
you require prime London 
office representation, with 
full service. 

For further details, contact 
Fiona Gibbs: 
Nightingale Secretariat 
3 Berkeley Square 
London W1X 5HG 

Tel: 071-629 6116 
Fax: 071-491 4811 




COMMERCIAL 
FINANCE 

Competitive Bates 
Fuad interest Mortgages 
Business Finance to 80% of cost 
Asset-based Finance 
Construction Finance to 100% 
SOVEREIGN INSURANCE 
CONSULTANT (LONDON | LTD 
Tot 07 1-379 6322 
Fax: 071-379 4152 

, — -v KMItiMiiMMhHn 

VRflfM np wn *rtoi w i»* a n ™ »itt ns 

MNUankHIinWgl 






rfwpMKIoear 
•lylKUriMiKlftlM. 


£2J 


DIRECT MAIL LISTS 
& SERVICES 
I00'S of ready-made 
lists immediately 

available. Suppliers to 
leading UK companies. 
Free catalogue. 
Market-scan, Freepost. 
Chichester. Sussex. 

Tel 0243 78671 1 


Finance For 
Expansion By 
Factoring 
Specialist independent 
service tailor made for 
the small business with 
cash flow problems. 
County Factors Limited 
TEL (0202) 680934 


SEEKING FINANCE? 

A pfOtanrional buskiees plan nS: 
1. dMMnflna «nca flnsnos you 


a 0 fco rour appHsrttan the IMS 
ctiancaol attracting funds. 
a brpica plan aw» m on* a days * *• 
can than h* 8 > you seek xutafcto funds. 
The speed help* hasp the coal to a 
rMtmiu 


Mn Fort *C«. OortHad AcnonMH 
laodM S*W 782 T* (0711 391 M4B 


INSOLVENCY AND FINANCIAL. 

RESCUE 
LEGAL ADVICE 
Specialist legal advice 
given on all aspects ol 
corporate and personal 
Insolvency and rescue. 

SPRECHER GRIER (Solicitors) 
Tel: 071 831 9027 


BRITISH BUSINESS 
MAN RETURNING 

to Bangkok Thailand welcomes 
enquiries from Businesses wishing 
to be represented or requiring 
market research 

Write Box K7S9L Financial Tana. 
One SoaUnwt Bridge. 

London SEI 9HL 


[US AND INTERNATIONAL! 
TAX SERVICES 

WtriMbCbpMialteWMMIk 


Rn bridal bo— I tsflim. 

AieUMA m am w iM t 
on ILK (**4) m 7SOBM739 
or Fax UK (+44) (0)7X914330 


DUE TO THIS 
UNFORTUNATE 

economic climate we are 
able to offer telephone 
systems recently 
recovered from existing 
clients in liquidation, 
from as little as £295.00. 
All Areas 

Tel: 081 942 8800. 


HARLEY ST. W.l. 

BUSINESS CENTRE 
FULLY SERVICED AND 
FITTED OFFICES. Business 
Address:- tel serv:Sec: 
MA1L;FAX: BOARD- 
RCX)M; FLEXIBLE TERMS 
TEL: D7l-fc37-5503 FAX: 07M36 8954 


BUSINESS AMO ASSETS ol solvent and 
Insolvent companies lor aal*. Business 
and AswdaTel 071-262 1164. 


BUSINESS WANTED 


SOFTWARE HOUSE 

Within our specific industry sector, we are one of 
the leading UK software houses, specialising in 
IBM mid range computers. 

We are currently looking to expand by 
acquisition. Consideration would be given to 
taking significant minority stakes in companies 
or complete takeovers. 

All enquiries will be treated in the strictest 
confidence. 

Please write Box H7571 , Financial Times, 
One Southwark Bridge. London SET 9HL 


ENGINEERING COMPANY 

A profitable North London Company engaged in light 
mechanical engineering (turnover in excess of £2M) 
wishes to explore opportunities for merger/ 
acquisition of similar niche or product based 
manufacturing business to enhance combined 
use of resources and profitability. 

Write H7584, Financial Times, 

One Southwark Bridge, London SEI 9HL 


ARE YOU A BUSINESS OWNER PLANNING 
GRADUAL RETIREMENT? 

I am an experienced Managing Director of a PLC subsidiary, willing to 
leave secure employment and able to buy into a private company, with a 
view to taking progressive control on mutually attractive terms. 
Preferred industry, consumer goods, leisure or services. 

Preferred location : Surrey, Sussex. KcnL 
Pieferred scale : pre-tax profits £50.000 - £250,000. 

Please send outline information concerning your business to Box H7579, 
Financial Times, One Southwark Bridge. LONDON. SEI 9HL 


Painting and Decorating 
Company Wanted 

We are a substantial Group of Companies who 
wish to acquire a Painting and Decorating 
company in London/South East England area. 

Please write enclosing latest set of accounts to 
Box H7592, Financial Times, 

One Southwark Bridge, London SEI 9HL 


FOOD BUSINESS REQUIRED 

A well established company currently distributing a 
comprehensive range of Processed Meats, Vegetables, and 
Health Food products to all sections of the Grocery and 
Health Food trades wishes to acquire for cash a business 
handlin g a complementary range of products for distribution 
to similar outlets. 

Please reply giving outline of activities in confidence to 
Box H7568, Financial Times, One Southwark Bridge. 
London SEI 9HL 


WANTED IMPORTERS/DISTRIBUTORS OF 
FASHION ACCESSORIES, CLOTHING OR 
ALLIED ITEMS 

We are a highly successful lone established importer of fashion 
accessories; put of a small expanding pic, we are baled in Manchester, 
have a strong young management, huge warehouse and a central London 
showroom. 

We are looking to acquire companies which would fit alongside our own 
and maybe benefit from using our above mentioned assets. 

Please write in confidence to:- Box H7588, Financial Tunes. 

One Southwark Bridge, 

London SEI 9HL. 


We are a private 
investment company 
looking to make an 
acquisition in the hotel, 
restaurant, food or 
property business up to a 

value of £5 M. 

Write Bo* H7598. Financial 

Times. One Southwark Bridge, 
London SEl 9HL. No agents. 

No principals. 

P.R. AGENCY 
WISHES TO 
ACQUIRE SMALL. 

PR agency with 

TURNOVER OF '■ 
150K. 

Write Box H7570, Financial 
Times, One Southwark 
Bridge. LONDON. SE1 

9HL 

WANTED 

MwHfstanrinB Cotnpsny bond tn ihe 
North E»t of England - FP J 2 jKXW» 0 pi 
numnnar - aoy product boa caaridctnd. 
Write to Mmiginfl Pirocwr 

Sydney Bofl Limited 

Snowdon Road, Middleebnxigh TS2 1LJ 

or FAX 0842 248342 

TAX LIABILITIES 

We will normally pay a sub- 
stantial premium for near 
dormant companies with tax 
liabilities over Elm. 

Fax 21 S2 5 1019 Tfc: (08) 

9401 1111 BANK C. 


MANAGEMENT COURSES 


Lost Year 1 30 major corporations, professional firms and 
Government departments sent over 1 500 managers on 
our 3 day Negotiating Skills Course. Many of these clients 
have been with us for the last 1 5 yews. 

Over 40 Open Courses fe choose from eadi year. 



NEGOTIATING SKILLS 

7 Fortrose Street, Glasgow Gil 5NU. Scotland. 
Telephones 041-357 3989 Fcuc Q4I-339 1510 


AUCTIONS 


Are you interested in ' 

Saving Money on Computers? 

On Saturday 10th November 

ac 

Bouvet College 
Wood St 
Barnet 
Herts 

London Computer Auctions Ltd 
will sell over 1000 lots of new & second user up to date c omputes 
Telephone 071 794 1046 for a catalogue. J 


OFFICE EQUIPMENT 


NEW UNIX 
PROCESSORS 
FOR SALE 

ARIX 825 CPUs 
available with 8-16 Mb 
memory: 16-32 ports; 
170-380 Mb disc drives. 
Brand new and original 
packed for disposal at 
attractive prices. Offers 
invited. 

Write Box H7599. Ruanda! 
Tima. One Southwark Bridge, 
LONDON. SEI 9HL 


LASER 

PRINTER 

REPAIRS 

& DISCOUNT 
CARTRIDGES, Save 
money now, 

Tel 734 1497 


BUSINESSES FOR SALE 


Touche 

Boss 


& 


Memhet 

ORTlntematkmal 


Voice Systems International 

(In Administrative Receivership) 

The Joint Administrative Receivers, Richard Summerfiekl and 
Nick Lyle, offer for sale the business and intellectual property rights 
erf the above company. 

□ BABT approved Direct Dial Interface. 

□ BABT approved Telephone Interface Board. 

□ Distribution rights for proven Voicemail and Audkxext 
applications. 

□ Voice response module for flight simulation systems. 

□ Industrial voice controlled quality inspection system. 

□ Voice library. 

□ Maintenance. 

For further details please contact Graham Miller at the address 
below. 

Leda House, Station Road, Cambridge CBI 2RN. 

Tel: 0223 460222. Fax: 0223 350839. 

Auhrfocd by the Liiwnih- ri CTiancrcd tamwn m and IWfci ki onT on lnwuocra 


CHESHAM. 

BECAUSE YOU ONLY SELL 
YOUR BUSINESS ONCE. 

And you want the right buyer. With 
confidential briefs from hundreds of 
acquisitive public company chairmen 
who axe looking to buy successful, 
private companies worth £500,000 to 
£25 million, we ought to be able to help. 

So if you're thinking of selling your 
business, contact our Managing Director 
confidential discussion. 


to arrange a 



CHESHAM • 

AMALGAMATIONS 

The first name in merger braking. 


Chesham House, 2 Bentindc Street, London W1M 6JX 
Telephone: 071-935 2748 

FIMBftA 


HOTEL (LICENSED) 
+ 37 BUNGALOWS 

15 Letting Bedrooms. 5 bedroomed 
owners house. Healed Swimming 
Pool, Squash Court. Crazy Goff, 
48 Cover Restaurant, Coffee 
Lounge. Lmnge/Bar far 45. 

AA a RAC approved. 

Set In 14 acres of land In Dorset. 
Freehold for sale, Offers in 
exesa of £850,000. 

Wito Bat H7561. Ftaanetamnes. One 
SautMwK Bridge. London SEl BHL 


Touche 

Ross 


a 


Member 

DRT Internationa 


Savage Transformers Ltd 

{In Administrative Receivership) 

The Joint Administrative Receivers, offer for sale the goodwill 
and assets of this well established business based in substantial 
freehold & leasehold premises in Devizes. Wilts. Engaged in the 
manufacture of both custom-engineered and electricity board 
ESI distribution transformers with the combined turnover for 
1989 approx S3 million. 

Main Features 

Custom - engineered transformers: 

□ Product range covering 50 VA to 12 MVA. 

□ Order book £200,000. 

□ Turnover in excess of £1 million. 

□ Well equipped production and test facilities. 

D Extensive design range. 

ESI distribution transformers: 

P Range of designs PMT l6 KVA single phase - GMT 800 KVA 
three phase. 

□ Contracts order book £600,000. 

For further information contact David Bird or Simon Thomas at 
the address below. 

Queen Anne House. Queen Square, Bristol BS1 -iJP. 

Tel: 0272 211622 Rut 0272 292801 

Audnmwd hy tfte how of CJontml Mmuu in Knftbnd and WJta a, any an 


LUXURY NURSING HOME OUUrart 
26 immediate potential to 2 B I 
income C7.B00 pw nexwe w wn 
to enter into ag reeme nt whereby n 
sonal ilnonce input would be nece 
Bing 0278 23238. 


Retirement Sale 

Well established nationwide dietrihuton'Lmporter of 
equipment, materials, packaging and finished products for the 
burgeoning patisaerie/chocolate trades, including hotels, 
caterers and manufacturers. 

49 Turnover cf 900k, rising rapidly 

• Profit Before Tax c£120k 

• Net Assets e£330k including freehold premises at valuation, 
unencumbered 

• Cash positive 

• Enormous potential in a niche growth area 

For further details please contact Glen Beveridge, 

Grant Thornton, 28 Kenwood Park Road, Sheffield S7 1NG. 

Tel: 0742 553371 Fax: 0742 500294 


V' * h ot u i -S *,Th i( i i i i iv.lt co • l i: r s < k i . - 


<.*r v'v.» ' r-.-.trr - 

. Nu rsmg • Bfo m. e • v iX 

* •••-/ Key I990's pM*lof>mentAr^ * ■:* 

X..W. - A. A .<.•! .... . ....... ..‘x> ..1 ** 

Brttisft owned and manayd. EsraNKhcd for 2 yean vrttfi 
Ktttog deaunxl and rapidly expanding to UJbcrts 
Registered far convalescent. retobiUtatiaa, 
residential and post operator ore. 

£9304N>0 freehold 
Contact Arm Mitchell Lenta Office. 

Corporate amt Acquisition Division on 0532 459667 
X #409X048 


[Modem Industrial Building In North East Spain 
(Cantabria, near Santander), situated directly 
along exit motorway, airport 
and harbour at 20km 

Production hal approx 5,000 m2 inclusive 
2 crane of 5,000 kilo each. 

Office space, restaurant and washing facilities approx 1,100 m2 
Electro-station and transformer 
Total surface approx 12,300 m2 

Possibility of purchasing adjacent buikfing plot of 10,000 m2 
Ideal for production, storage and distribution 
Employees could stay after acquisition 
Acquisition price to be discussed. 

For further Information phase Write Box 7B05 Financial Timas, 

One Southwark Bridge, London SEI BHL 


crnasTJB&.CL* 


Businesses for Sale, 

Corporate Acquisitions & Disposals, 
Rating, Rent Reviews & Urinations 
M offices. Undertaking UK and international bustnt 


ADVERTISING AGENCY FOR SALE 

Based In South of England has a turnover of 
approximately £2.5 mfllion and Is involved in the 
design, production and placement of advertising in 
all forms of the media. 

The company is well managed but does not form part 
of the core activities of its parent 

Write Box H7586, Financial Times, 

One Southwark Bridge, London SEI DHL 


DOTESIOS (PRINTERS) LIMITED 

TROWBRIDGE, WILTSHIRE 

In Administrative Receivership. The Joint 

Administrative Receivers offer the assets of 

the above printing business for sale. 

■ Fully equipped modem freehold property 
- approximately 48,000 sq. ft 

* Long established business - customers 
include major publishers 

* Specialising in loose leaf and technical 
publications 

* Turnover £4 per annum 

For further information write to the 

Joint Administrative Receiver: 

Peter Rilett 


'eat Marwick Corporate Recovery 

Richmond Park House, 15 Pembroke Road, Clifton, 
Bristol BSX 3BG. Tel: 0272732291. Fax: 0272 73219L 


BUSINESS FOR SALE 

This well managed and highly profitable manufacturer of 
Surface Tables which also provides a MAMAS Calibration 
Service and Instrument Repair fadfity, covering the UK, is 
seeking a larger acquisitive organisation active in the 
engineering sector. 

Turnover In excess of £1.0 million. 

Strong, positive cash flow and blue chip customer base. 

Serious enquiries only Write Box No:H7582 
Financial Times. One Southwark Bridge, London SEl 9HL 



Jedens Supplies 
Limited 

(IN ADMINISTRATIVE RECEIVERSHIP) 
The business and assets of the company, the 
leading independent distributor of contract floor- 
coverings to commercial and industrial customers, 
are offered for sale as a going concern. 

• Established “own label” quality range 

• Turnover approaching £15m (y/e 30.9.90) 

• Long established business (26 years) 

• Fully equipped offices, and depots 
throughout the UK (including 2 freehold 
properties). 

For further details, please contact: Frank Taylor, 
Ernst & Young. Silkhouse Court, Tithebarn Street, 
Liverpool L2 2LE.Tet 051-236 8214 

Fax:051-2360258. 

Ernst S^y&ung 

Ctancred Account 
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BUSINESSES FOR SALE 


Davilliam Products Group 


The Joint Administrative Receivers invite offers fot the following b usin esses: 


Davilliam Products Pic 

♦ Sales and distribution of building 
materials 


♦ Operating from depots at 
^htunsworth. Hens and Acton, 
West London 

♦ Large customer base, 1800 active 
accounts 


Henderson Timber and Boards Pic 

♦ Distributors of sheet materials to the 
building trade 

4 Leasehold warehouse and offices ar 
Powers Bar, Herts 

♦ Turnover year eo 31 October 1990 £4 J2m 
4 Assets comprise leasehold, stocks etc 


Scan tec Joinery Limited 

4 Manufac tur ers of Windows and ocher 

timber products 


4 freehold factory ac Glastonbury, 
Somerset 


4 Leasehold factory at Bridgwater; 
Somerset 


4 Turnover year to 31 October 1990 
£13. 5m 


4 Turnover year to 31 October 1990£4.4m 


4 Assets comprise leaseholds, stocks etc 


4 Assets comprise properties, operating 
plant and equipment stocks etc 


Further information may be obtained from the Joint Administrative Receiver, PR Copp FCA, FCCA or E VL Blackwell, FTP A (ref das) ac 
Stoy Hayward, 8 Baker Street, London W1M IDA. Teh 071-486 5888. Fax: 071-487 3686, Telex: 267716 HORWAT. 


STOY HAYWARD 

Accountants and Business Advisers A member of Horwath International 



/ 


Authorised by the Institute of Chartered Accountants in England and Wales to carry on investment business 



The Business and Assets are 
available for sale as a going concern of: 


Romarsh TVansformers 
Limited - 


(in administrative receivership) 

The company trades from Porte Marsh Industrial Estate. Caine. Wiltshire. Its 
Business is the manufacture of: 

• power transformers 
•chokes 

■ inductors 

• reactors 

in the range 25VA to 500KVA in the UPS and Traction markets. 

The principal features of the business are: 

• leasehold premises in Caine, Wiltshire erf approximately 
29.000 square feet 

• skilted workforce of 138 employees 
•existing long term contracts 

- Blue Chip customer is! 

• large range of plant and machinery 

• budgeted turnover of approxim a tely £5^ million 

AH enquiries should be addressed urgently loJofnt Administrative Receiver. 
C J. Barlow F.CA, Code Gufly. 68 Owen Square. Bristol, BS1 4 OP. 
Telephone: 0272 292701 Fax: 0272 307008. 

aafCocfmXLytmnd 


Brislfngton House 
Nursing Home 


The Receiver ud Manager offers for sale as a going concern the business and assets 
of the above Home. The property is a Grade II listed building in some 11 acres of 
grounds situated near Bristol. 


4 Freehold title 

4 Registration for 129 beds at present 
4 Staff and relatives accommodation 
4 Extensive dining and recreational 
facilities 


4 Georgian chapel 

4 Covered and heated swimming pool 
4 Experienced staff 
4 Turnover Tot year to 30 June 1990 
of £1.4m approx. 

Interested parties should contact the sole agents: 

Messes GrimleyJ R Eve, 

Kingsom House. Grove Avenue, 

Queen Square, 

Bristol BS1 4Q Y. 

Ref Marie Brunsdon Tel: 0272-277778 

or alternatively Geoff Kmlan FIPA ac Stay Hayward, 8 Baker Street, 

London W2M1DA. Tel: 071-486 5888, fax.- 071-487 3686. 


Telex: 267716 HORWAT. 


STOY HAYWARD 

Accountants and Business Advisers A member of Horwath International 

Authorised by ifae fasmne of Chanerai Accountants in England and Wiles to cany oo invatmone bunas 


CHfeMylawllMMto 
MeMaty hatediuHel 
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(In Receivership) 


The Joint Administrative Recovers offer for sate, either m part or as a going 
concern, the business and assets oMtas wefl established Company. The 
Company designB and; manufactures a wide range of transformers, chokes, 
tranoductore, and stabOsed power supples for a diverse customer base 
induing Government Departments and Bhje Chip Companies. The business 
comprises 

. -ei5M Annual Turnover 


• £800,000 + Older Book 
. Substantial stocks and wwfc-fe-progress 
•Customised leasehold premises 

• Substantial know-how 

Aritfitfonafly the Receivers offer with vacant possession a substantia/ 
investment opportunity in Twtdienham, comprising the company's former tree- 
bold premises, ol approximately one acre, witfi opportuirty kx redevelopment. 

For turtiar detafc, interested parties should contact the Jofcrt Administrative 
Receivers. N J Vboght and C J Hughes at- Cork (My 9 Greyfriais Road, 
Rearing. RGl 1JG. Tel: 0734 500336. Fax: 0734 807703. /g 


Cart Otty Is Mtarirad M flw nm o» CoopM S Lytnad 
Mi WWW to any on ****** ewtoM 


ICork Gullv 
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PRIVATE COMPANY - 
100% SHAREHOLDING FOR SALE 


£34m T/O. £3m pre tax profit. 

Engineering niche market. 

Loyal staff- second tier a management already in control 
Directors retirement sale 
No agents please 

Write Box H7601. Financial Tones, 

One Southwark Bridge, London SE1 9HL. 


PRIVATE FAMILY COMPANY 
Owners wish to sell 100% of their shares 

Company holds an 18 year lease in public house in Leighton 

RdfoAUrfied*^ Victoriana style, opposite vffl^e 
catchment area of 10,000 inhabitants, the pubbe house wfiiBy staffed 
and operating profitably. Tax losses of approx £120.000 available. 
Offers e£13S,000 considered. 

Apply in the first instance to: Richardson Jones A Co 
(Chartered Accountants) 

Telephone: 0628 475455 


LISBON PORTUGAL 
FOR SALE 

Softwam Hfedwra and S«vfc» Company ia fidl epention 


-Shop 

-W 


Aibiiinbinrjumi#— ~ 

-Training Cams 

FREE OP THIRD PASTY RESPONSIBILITIES 
NO PERSONNEL COMMITMENTS 

m dt tOO aq. mW fJcaai 


PonwlTdofaX m 526992 
Aw (01)3520589 


| CONCORDE? 


T step h n na 0202889450 
Fax 0202 S2 84 50 


■SoSoM* km FWM. P JO. Bo* fot. WC8 3JU 

THBESHWTOSBUIOfcWaWte 
TfWM FH0M0 A BUYER 

Zm now »• =» »» "V T" mmn.i So «fiy not pick up 


bi moat capteJ cWee. 


DIVIKCO 


Sell Companies 

Nationwide 


SELLERS and BUYERS 

DWERCOLTIX 
• 4 Bank Stott 
. WoicMtoWR12EW. 

T«t 0906 22303 


The Joint Administrative Receivers 
offer for sale 


Dealtank Limited 


. . (In Receivership) ; . 

t/a Vermar Precision 


Eafrer in part or as a going concern, the business and assets of this vel 
estabfehed Company. The Company is a wefiestabished petition machining 
company. The business comprises:- 

• Experienced and stifled staff 

• Established customer base 
•Short and metfum batch runs • 


• Malty conventional plant 

• Operates from leasehold premises at Basingstoke. Hants 

• Current Turnover approximately £360,000 per ann 

For tutor detafe. interested patties should contact the Joint Administrative 
Receivers, N J Vboght and J II I redate at- Corit GuSy, 9 Greyfriais Rood, 
Reading. RO1 1 JG. let 0734 500336, Fax: 0734 607703. /J 


CHk Oder liatfMlNd hi aw nmalCMpn a l|M 
MdM by Dm lasrtule d( Omnd XccMKaon 
MdVMtsnony «• VmM Bastes 


ICork Gullv 




The Joint Administrative Receivers 
offer for sale the business and assets of:- 



A long estabfched Bukfng and CM Engineering Contractor operating to the 

Greate r Lo ndon- area: • - ••• — ' 

Principal feafafessnetode:- 

• Freehold offices and workshop prerrises al Kingsbuy NWS and 
North wood. Mkfcflesex. 

• Futiy equ^ped joinery, metal waiting, plumbing, plant hire, 
electrical and plastering AMdib. 

•Turnover far 1989 estimated at £45M. 

Parties requiring farther details should contact the joint adirintetrativere ce rwei e . 

Mr MA Jordan and Mr RM Addy, Cork Guly, Shelley House. 3 Noble SbeeL 
London EC2V7DQ. Tet 071 606 7700. Fax: 071 6069887. /g 
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INTERNATIONAL BUSINESS FOR SALE 

MmufKte Bttlap Brln rafdryBateMihiBdtog ijittux tenrl tote 
UK. the US and the N toferiamK , oper ati ng worldwide wtiti an tntrm a tinrw l 
cuotanuer bus* centred on shipping and coonnodlly trading. 
PriwdpMl fotfnrac 
T urnuvg in an» of tfa 
UngMrcd. profitable and a»h te» 

rweiueG ifa L WWte Ogy 

WWb Bar No: H7572 HtiwtiX Tin— . Om g i wOwtart BlIdBX Law** 8E1 


ENVIRONMENTAL 
CONSULTANCY 
FOR SALE 


A superb opportunity to 
acquire an excellent 
team specialising in:- 
Noise, Air, Water 
Pollutions etc. Very 
profitable group. Based 
in North West. A11 
enquiries to: 

A Anthony Associates, 
RosehilL Lydia te, 
Merseyside L31 4JF. 
Tel: 051 526 4008, 

Fax 526 1673 


MOTOR COMPONENTS 

OJEL DISTRIBUTION 
COMPANY 
FOR SALE 

TUm profitable company, tanewee c£3a 
^KbUvBiheOXf«iD|taii 
•apply hmii i rra it bi Tit fat rbnNcoh t£ 
Btingpvn e# ■ email groep erf 
cctBfmfoc* h. i* oBetod tor ulc viib ibo 
freehold pnpesy, nook, 
goodwill, esc. etc. 

Fkfce Urtr k JCSOOfiOO bates •• 4d 

p^ |wd( paiod buai aa awngB pofix 


PardoutM - ptewe fa yaoria 
0943 831521 


A WONDERFUL 
OPPORTUNITY 


to purchase a major West End 
Art Gallery with an extensive 
client list and major artists 
exhibiting. To incorporate the 
negotiated purchase of a 
long-term contract housing an 
extremely important living 
impressionist artist; the contract 
with a very high earnings to 
expenses ratio in the fust year to 
date. 


Whir Bo* H7J». FiBMdrfT*™, 
One Scwt*«*rk andfe. LsnJu. Sb J 9HL- 


PUBLIC COMPANIES 
FOR SALE 


Autnodsed to trade and Borrow 


mom stoe* or your cnofc» of name) 
run Professional 
moemmev insurance 
taoo- no owra costs 


Corporate 

Registrars 


Tel 0222-582115 
P3X 0232-382118 


Lakey & Co 

Etaoirahap- Moot Man Prime postn. 
Tto ES00k+. ExcaHent profca & low 
taxes! Leasehold C22Sk or FiweheW 
C475K(*SAV) 

HwshHM WholssteraL W. YortaLTA> 
C270K. GJ*. C70K. Only C28K lor 
tosae & gooriwIL 
Art GaBwy & Kestsr Ftesmrs. 
Kn^ h nbri doo- Tm EBOOK. 90% 
sharahokflnB torC196K. 


BuBdam ttorstante S. Wales. T/o 
£1^5m bom 2 units. AvoBable 
leasehold lor stock value only (CS00K) 
or al induave prive of £1.7Sm. 


(0394) 273371 


For Sale or Me rg er 

BOAT BUILDERS 


With universaty accepted 
professional sea going range of 
commercial and 
leisure craft. 


Based South Coast Totally 
equipped, staffed, with 
order book. 


Enquiries from Principals only. 


Write Box H7555 Keaacial Ti 
[One SoortiwmA Bridge L o ndo n 5EI 5ffil 


SPACE-TEL COMMUNICATIONS LIMITED 
SPACE-TEL LIMITED 
(BOTH IN ADMINISTRATIVE BEKIVERSH1P) 


The Joint Administrative Receivers offer for sale the 
business and assets of Space-Te! Communications 
Limited and Space-Tel Limited. The Space-Tel 
Group is a service provider in the cellular 
communications industry. 

The principal features of the business include: 

* Subscriber base of approximately 4, 600 
including a large number of notable blue chip 
companies. 

« Cellnet and Vodaphone licences. 

4 Fully equipped leasehold premises. 

* Stock consisting of telephone hardware and 
accessories. 

* Estimated turnover in 1989/90 £6.1 million. 

* Above average monthly subscriber income. 

For further information please contact: 

Greg MacLeod or Helen Ali-Haapala 
Arthur Andersen & Co. 


RO. Box 55 
1 Surrey Street, 
London WC2R 2NT 
Tel: 071-4383773 
Fax: 071-831 1133 
Telex: 8812711 


Arthur 

Andersen 


\SfTW; X AN-IHKM-.N *<(). S.C. 


FOR SALE 


M1STPREST1GE MANAGEMENT 
SERVICES LIMITED 


(IN LIQUIDATION) 


The Liquidator offers for sate the Business and 
Assets of Mstprestige Management Services 
Limited, a Company based in London. The 
business of Mistprestige has been established 
for 10 years and is engaged in the placement of 
permanent and temporary office personnel The 
Company is presently trading under oontrel of 
the Liquidator. 

Principal features indude:- 

• Leasehold premises In London, VV1. 

• Comprehensive COent tet for both permanent 
and temporary asssyrments. 

• Dedicated and Experienced Workforce. 

For father Information, please contact 
either Cotin Francis or Heath Sinclair of 
BuchJer Phillips & Co, 84 Grosvenor 
Street, London W1X 9DF. Telephone 
071 -493 2550. Facsimile 071 -629 9444. 


BUCHLER. PHILLIPS &CO. 


BREWKING LTD 


Home-Brew Kits by unique process 


The Joint Administrative Receivers offer for safe 
the business and assets of this company based 
in Bracktey, Northamptonshire. The company 
was established in 1988 to produce home-brew 
kits which work by a new and unique method. 

Principal assets comprise: 

• Valuable packaging/process patents. 

• Kit assembly plant and machinery. 

• Valuable customer list and order book. 


Modem 10,000 square feet Freehold factory in 
Bracktey, Northants. 

For further information, please contact 
Nigel Aspdin or David Buchler, 

Buchter Philfips and Co, 84 Grosvenor 
Street, London W1X 9DF. Telephone 
071 -493 2550. Facsimile 071 -629 9444. 


BUCHLER PHILLIPS &CQ 


PRINTING BUSINESS FOR SALE 

These two profitable businesses are non-core activities of 
a larger group and are offered for sale - either separately 
or together. 

Sonthamptoe 

Electrostatic, lithographic and multi-colour printing 
including annual accounts brochures and HMSO work, 
turnover £1.6milKon. 

Leicester 

Electrostatic printing for HMSO and other clients. 
Turnover £450,000. 

Please write Box H7587, Financial Times, 

One Southwark Bridge, London SE1 9HL. 


k 


INNOVARE LIMITED 


Hi-TechnoJogy Full Colour 
Display Screens 


The Liquidator of lnnovare Limited offers for 
sale the intellectual property rights and know- 
how to the latest ‘state of the art’ technology in 
Full Colour LCD Display Screens. 

This technology has been developed over the 
past 10 years and is now ready for commercial 
exploitation. A folly operating production 
model is available for presentation and testing 
purposes. 

For further detailed information please 
contact David Buchler or Phillip Lee, 
Buchler Phillips & Co, 84 Grosvenor 
Street, London W1X 9DF. Telephone 
071 -493 2550. Facsimile 071 -629 9444. 


BUCHLER PHILLIPS & CO. 


MANUFACTURERS OF SPORTS AND 
LEISURE CLOTHING, 

SUTTON IN ASHFIELD, 
NOTTINGHAMSHIRE 




The business and assets of Raptor Limited 
are offered for sale as a going concern by 
the Administrative Receivers. 

Principal features include: 

* Blue chip customer base 
«Tumover£lm +per annum 

* Substantial order book 

* Premises close to Motorway network 
For further information please contact 
the Joint Administrative Receiver: 

Rodger Taylor 


K PMG 1 Peat Marwick Corporate Recovery 


The Fountain Precinct, 1 Balm Green Sheffield SI 3AF. 
Tel: 0742 766789. Fax: 0742 766213. 


FOR SALE 


Company Specialising in to 
Safe, Manufacture and 
instafiation of Environmental 
Control Systems 


BASED M NORTH OF ENGLAND 
■ TURNOVER El MILLION PA. 

BLUE CMP CUSTOMERS 
* SKILLED LABOUR FORCE 
SPARE FACTORY CAPACITY 


For detafe Write Box No H7589 
Financial Tunes, One Southwark 
Bridge, London SE1 9HL 


^ RETAIL & WHOLESALE 

PETFOOD BUSINESS 

FOR SALE 

Homo Courcfcn, Nr. M2S. Very 
proltabto. T/O war £300,000 pjo. 
Quick sale: £80.000 OJUL 

Rent £15,000 p-a. 

WMta Baa HTML HmcWTfcnM; On* 

SouttaUMfc BrtTaa. London SE1 BHL- „ 


Channel Island s 


Several retail clothing 
shops for sale. Prime 
positions. Substantial 
sums involved. 


Principals only write Box 
H7602, Financial Times. One 
Soatfainri Bridge; LONDON. 
SE1 9HL 


ANTIQUE hardware and 

BUILDERS IBONMONCKBY 


c o m p ris ing stock, foundry 
pUltons, Jigs, finishing 
equipment, publicity material 
end goodwOL Wdl knows 
name in industry. 
Phase fax: 0602-324717 


Directories Business 

For Sale 

Group company vita W Apoae oT 
its unique series of regional btt M OC W 
directories ■'itb valuable Tally 
wear e fao l databam Turnover I.RA 
£4I$IL Gras Profit L5LO. £I48K. 
Priodpuk oofcr pkaac mile Bo« H7S97, 
Pioaocnl Tfeo, On* South™* Bdd^, 
LONDON. 5EI 9HL 


OUTSIDE CATERING BUSINESS 


London private OflUide Catering 
Bui) nos Tor Smlc/Mcrgcr with 
Kitchen F«cQibca wiihy without Pras- 
eat Proprietor. 1990 Turnover 
£430,000 Ex VAT Gros Profit 66%. 
OFFERS INVITED 


Far rttnhs 


i please Write 


Box H7S96, Ftaanael Tma, One 
Stadntadc Bridge, LONDON. SEI 9HL 


FULLY LICENSED RESTAURANT 
AND VUNCnON BOOMS 

W m Yorkshire 

ENJOYING WEEKLY TAKINGS OF 
£15^XXVE20jOOa. THIS WELL 
ESTABLISHED "FAMILY RUN". 
7HRBB4N-ON8 COMBINATION OF 
junction a rad 
Bxlccry, ENJOYS EXCELLENT 
AUDITED HtOFITS. Dendmd 
FREEHOLD PROPERTY wtrii 
4 Bodroom A ocorara oda d oa. 
ton mut aee ta 150. FULLY 
EmJIWbi Comn i wri al 
Kfcbm/Savory, THREE VALUABLE 
LICENCED FUNCTION ROOMS. 
Wefl peonriairi Rena Bakery. Bnemea 
and Property £7SR000l 
Orate Rot R352. 



Tel Bradford (0272} 3904661721500 


INDUSTRIAL AND 
MARINE CHEMICAL 
CLEANING COMPANY 
FOR SALE 


* Based: North West 

* T/O £250K Profitable 


* Excellent Prospects for 
growth 

CONTACT 
A. AUwyAa re dates 
RoeebOL Lydfetc. Merseyside 
Tel 051 526 4008 
Fare 526 1675 


Freight Forwarding 
Company 


Based at Heathrow, 
established over 20 years. 
Turnover 500 K, profitable, 
experienced management. • 
Long established • 
customer list. 


Write Bool H7SS1. Financial Time*, 
One Sootlnrart Bridge. 
London SEI 9HL 


SALMON FARM 


Western Isles of Scotland 
350 tonne p. a. 2 sea sites 
Hatchery, equipment, stock 
going concern 


Principals only 
0851 83 444 


FOB SALE 

FISHING & LEISURE PURSUITS 
73 Acre Farm with Fishing Lakes; 
Farm Shop, Tea Rooms etc. 

Ideal for fiinlwr de ve lopmen t and 
expansion. 

For Confer nhtnatioaCMtKi 
Grab— Chainbcriaa at C ft rpoc ua 

O w u ng nal S cr V fea I 

on 0202 tens? 
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And the toast is, Cadbury Schweppes. 
Because we've £rown to become one of the 
largest soft drinks manufacturers in the 
world. It's an achievement, we think that’s 
worth celebrating. 

Realising the potential in this fast 
growing market, we began to concentrate 
our efforts on three main areas. 

The first was to make the most of «>ur 
existing brands. Using the Schweppes brand 
name to launch new drinks onto the market. 
And turning the growing demand for adult 
soft drinks into an opportunity to show that 


Soft drinks all round. 


a Schweppes tonic is as good with just the ice 
and the slice, as with the gin. 

The second was to lower the production 
costs. Tu achieve this, we’ve been investing 
in our bottling network. 

And Coca-Cola & Schweppes Beverages 
Ltd. in Great Britain, by increasing capacity 
and thereby reducing the unit cost, has proved 
an excellent solution in this market. 

The third was to build a portfolio of 


soft drinks wide enough to cater for all tastes. 
We’ve achieved this in two ways. First, by 
acquiring new brands such as Crush, Canada 
Dry and Oasis. And second, by creating new 
brands by combining unexpected flavours. 
Ginger ale with raspberry or cherry for 
instance (well, we did say all tastes). 

As a result of our efforts in these areas 
we’ve now hecome the world market leader 
in adult soft, drinks, as well as the European 


market leader in the still fruit drinks sector. 

By turning soft drinks into hard 
currency, we've seen the trading profit of 
om- beverages sector grow from £89.3 million 
in 19.87 to £147.4 million in 1989. 

All of which is evidence of the vision 
and success of Cadbury Schweppes' manage- 
ment, and cause to pop a few corks, or in our 
case, uncork a few pops. 

(S&Mmy Schweppes 

■ " ram ; <SG) 

MANAGEMENT PROVEN IN THE MARKET PLACE 
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Traffic lights on 

the River Thames 


By Della Bradshaw 

LAST year’s collision between 
the Thames pleasure boat the 
Marchioness and the dredger 
Bowbelle, in which 51 people 
died, highlighted the need for 
control over the way vessels 
travel up and down London's 
River Thames. 

As a result the Port of Lon- 
don Authority i*«e ordered a 
radio-controlled tr affic light 
system to help prevent further 
disasters. The traffic lights 
will be installed on 19 London 
bridges, Cram Putney Bridge to 
Tower Bridge. 

The aim of the system is to 
give large commercial vessels 
— known as category A ves- 
sels - priority over the 
smaller leisure craft when 
they are both approaching the 
same bridge. Often the larger 
vessels can only travel 
through the centre arch o the 
bridge, while smaller 1 oats 
could use the side arches 

There are about 30 cab gory 
A vessels which regularl use 
the Thames - dredgers, rub- 
bish boats, the occasion; 1 oil 

fawher and Hw» lilcfl- 

At the heart of the traffic 
control and monitoring sfrstem 
are microwave sensors, one of 
which will be placed on each 
side of the bridge. The 
detect any vessel w 
within 50m of the brid 

In addition the cat* 
ships are Identified by _ 
from a radio transmitter 
which they win be required to 
carry. This bleeps every 20 sec- 
onds, sending out a rafto mes- 
sage which identiUn each 
individual ship and which Is 


"heard" by the equipment on 
tiie bridge. 

Once the bridge equipment 
detects the approach of a large 
vessel a white Ught begins 
flashing over the arch of the 
bridge. Informing the large 
vessel that it has right of way 
and telling the smaller boats 
that they most give way. 

The information - cm both 
the presence of all the vessels 
and the identity of the Individ- 
ual category A ones - Is then 
sent over a radio network to 
the Port of London control 
centre on the Thames Barrage. 

There it can be logged and, 
if necessary, controllers can 
overrule the traffic light sys- 
tem - preventing the white 
light from flashing ^ so for- 
cing the larger vessel to 
anchor. Any explanation could 
be given ova existing radio 

c o m munica tions links. 

The information is sent 
across the airwaves on the 
Paknet network, run by Racal 
Telecom and Cable and Wire- 
less, which transmits bursts of 
data at the rate of 8 Kbits per 
second. 

The decision to use a com- 
mer daH y-nm network, rather 
than a dedicated radio link for 
the Port of London, came 
about because of badly con- 
gested radio airwaves In the 
City of London, says Nigel 
Hudson, managing director of 
Stonefleld Systems, which is 
installing the traffic light sys- 
tem. “We couldn't be sure we 
could get the same radio fre- 
quency for each bridge in the 
Tendon area,** he says. 



T he British do It with a 
humble pencil on 
paper, white the Turks 
use a rubber stamp on 
a coloured sheet. But In the US 
they vote by machine. 

Ame ricans citizens 8CTOW 
the country are today selecting 
new governors, congressmen 
and a number of other o ffi c ial* . 

As in the UK and other parts of 

the world they will enter a 
variety of schools and commu- 
nity buildings requisitioned for 
the day, identify themselves to 
a dark, enter a booth and puu 
a curtain shut behind than. 

Most who those exercise 
their democratic right, how- 
ever, will then turn to face 
something far more com plex 
than a piece of paper. Accord- 
ing to Election Data Services, a 
consultancy firm based- in 
Washington DC, only one thir d 
of districts in the US 

— and a humble 8 per cent of 
registered voters - still prefer 
to use a pen and paper. 

More than 38 per cent of vot- 
ers will be standing inste ad in 
front of a metal cabinet, seven 
feet tall and three feet wide, 
and weighing perhaps 1,500 
pounds. 

Some of these voting 
still in use date back 
to the beginning of the century 
and are lit by kerosene lamps. 
The average one is more than 
20 years old. Beside each candi- 
date's name is a small red 
lever. Once pulled, it tugs a 
long metal strap inside the cab- 
inet, which increments a 
mechanical counter by one 
place. At the end of the day an 
election official unlocks the 
back of each machine, reads 
the separate counters — one 

for each mpdiHate — ana adds 
them by hand. 

Modern technology is gradu- 
ally making some headway. 
Since the 1960s punch cards 
have provided an alternative 
form of ballot paper. Nearly 40 
per cent of voters now use 
some version of this system. 
They use a punch to press out 
a hole against their choice for 
post and put the card into 
the ballot box. When polling 
finishes, all of the cards are 
tallied by machine. 

In the 1970s a new form of 
computer peripheral — the 
optical character recognition 
device - began to find applica- 
tions. They came only slowly 

to the poffing Place, birt around 

8 per cant of voters today fin m 
pencil blobs on special 
machine-readable paper. Cen- 
trally-located scanners then do 
the sums after the polls close. 

Now “direct recording elec- 
tronics’* are beginning to 
encroach into the booth Jtseji. 
"Many of the new sales are of 
the electronic systems, says 


As US citizens head for the polls 
today, Andrew Jack reports on 
advances in voting machines 


Counting up 
the future 

HOW | V0T£E), WWGt MAN; IS teTWEEN 

ME AND “fltET OPTICAL. 

g£CdSiNl»TON DEVICE 





Kimball Brace, president of 
^Election Data Services. And 
they will probably pick up 
after the election. They are the 
up-and-coming system.” Since 

their introduction m the mid- 
1980s. however, electronic 
mai-hinw are still used by less 
tha»> s per cent of the elector- 
ate. . 

Nor do these machines take 
advantage of miniaturisation: 
they are not much smaller 
than the voting machines they 
replace, a large frame displays 
all the candidates names, with 
a button next to each. A light 
goes on when the button is 
pressed. When all selections, 
and any corrections, have been 
made, voters press a final 
switch and their choices are 
recorded on a magnetic car- 
tridge. After the booths dint, 
the cartridges are collected for 
r pading . 

The of vote rs are 

dearly not pushing forward 
the frontiers of technology. 
Even the moat recent elec- 
tronic mneHUMa designed by 


Sequoia Pacific Systems “are 
really not terribly exotic, says 
Jim Hayssen, vice president for 
marketing and general man- 
ager of the voting systems envi- 
sion- “But the job is not cut- 
ting edge either," he points 
out. 

Cliff Wilson, director of mar- 
keting for the rival Shoup an> 
porafion, agrees: “I don’t thi nk 
we have reached the poi nt of 
firing the idea of using com- 
puter technology." He rays 
that new flwrfg ns have had to 
reflect voters’ wishes. “They 
prefer something that looks 
and feels like the machines 
they have used in the past 

Part of the problem is a con- 
cern for accuracy- There has 
been growing concern over 
tampering in the last few 
years, as well as a fear of c om.; 
pater viruses and hackers. But 
“every system has some poten- 
tial for fraud,” says Jim Haysr 
sen. The old mechanical 
i nar-hmes frequently jam; the 
holes in punch cards are not 
properly punched and give 


false readings; and there Is 
great potential for error when 
^rppWting the ballots required 
for optical character recognl 

bon. . 

In addition, some manufac- 
turers have been scared off by 
the steady stream of litigation 
that follows any political con- 
test "The loser always t hink s 
the election has been stolen.” 
says M" Hw van Antwerp, who 
directed a project to evaluate 

voting systems two years ago. 

More practically, points out 
Wflson, “officials would prefer 
to spend money on hospitals or 
the fire department,” rather 
thmi election machines used 
only once or twice a year. Even 
a reconditioned mecha n ical 
one costs more than $2,500, 
while the more recent elec- 
tronic versions retail at nearer 
15.000. 

New York city finally com- 
mittal last month to a $50m 
contract for new electronic 
machines, after criticism that 
its 30 -year old Tr?rh* riAg were 
Inaccurate, and disenfranchis- 
ing voters in some communi- 
ties. But others have ques- 
tioned how wise this move is at 
a thme of fiscal crisis. 

i firing to the future, Hays- 
sen predicts that “a screen- 
based system is the next logi- 
cal solution." A computer mon- 
itor might display the list of 
^.luKrtatwc- which would have 
the advantage of allowing 
Twrawn to be changed up until , 
just before voting begins: 
whereas ballot papers have to 
. be printed far in advance. 

It might also involve a 
touch-screen selection system, 
in which a transparent coating 
or a series of infra-red beams 
would allow people to vote sim- 
ply by pointing to their chosen 
e on the video display- 
Two years ago Nixdorf devel- 

« J ■ ■ WflAAil fhic 


Sorry plight of 
Mac the orphan 

By Raymond Snoddy 


oped a prototype based on this 
principle. 


principle- But the company 
questioned whether their costs 
would be recovered, and has 
since withdrawn from the mar- 
ket. . 

Penelope Bonsafi, director of 
the National Clearing House 
for Elections Administration, 
suggests that greater emphasis 
over the next few years will be 
on voter registration rather 
than new voting mac hin es. It 
will focus on computerising 
Hats tf those eligibl e to v ote, 
and developing signature rec- 
ognition devices. 

That applies both domesti- 
cally and internationally. 
Despite the relatively crude 
technologies for voting, the DS 
remains well ahead of other 
countries. Apart from some 
attempts at optical recognition 
ballots in On"da and Scandin- 
avia, no other nation seems to 
trust marlhues. 


n the h liman and commer- 
cial drama of the weekend 
js. merger, or shotgun wed- 
ding, of British Satellite Broad- 
casting and Rupert Murdochs 
Sky Television two factors 
have been almost forgotten - 
foe manufacturers and D-Mac, 
the televisual standard used by 
BSB. . „ 

Manufact urers such as Phil- 
ips and Thomson, which 
signed production deals with 
BSB, will obviously be hurt 
Although diplomatic noises are 
being made about a transi- 
tional period when the new 
five-channel system will be 
transmitted on both t he BSB 
and the Astra satellite systems 
consumers are adept at detect- 
ing the smell of gangrene. 

Whatever anyone says it is 
hkely that the sale of Squarials 
and the D-Mac decoders offer- 
ing a better picture will grind 
to an overnight halt. The com- 
mon or garden Pal standard 
will have triumphed over tech- 
nological superiority m toe 
way that VHS once defeated 
Betamax in the video recorder 
industry. 

Enormous efforts and inge- 
nuity will have been wasted - 
although the manufacturers 
will be protected from the 
worst imm ediate fi n a nci al con- 
sequences of the decision by 
BSB underwriting deals run- 
ning into many millions of 
pounds. 

But the real loser Is D-Mac, 
the television standard chosen 
cot just by Britain’s Indepen- 
dent Broadcasting Authority. 

MAC is the also the choice of 
the European Community and 
the subject of a directive. 

Its plight is likely to be ter- 
minal and some believe with it 
will go at least one plausible 
evolutionary route towards a 
European high definition tele- 
vision industry which does not 
have to rely totally cm Japa- 
nese technology. 

John Forrest, executive 
chairman of National Tran- 
scomm unications, the soon- 
to-be privatised transmitter 
and research operations of the 
Independent Broadcasting 
Authority, believes the hkely 
outcome Is disappointing. 

“Mac was designed on a 
European basis as the new TV 
standard able to offer 
enhanced pictures and Bound 
and as an evolutionary path to 
| high definition television. 



technically 

SPEAKING 

“ife doisnot see that W* 
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route," Forrest adds. 

With the French and Ger- 
man high power direct broad- 
casting companies encounter- 
ing all sorts of problems bom 
technical and commercial, .the 
UK was going to be the shop 
window for the Mac Sannly. 

Now the UK is faced with 
the near farcical situation 
where high power satellites 
costing around £400m ana 
capable of broadca sti ng perfect 
pictures to 12-inch Squanalsin 
the worst of weathers in the 
north of Scotland could be 
almost redundant or put to 
use for business tele- 
vision or transmitting data. 

But not everyone Is as 
gloomy about the future as 
Forrest. Bernard Rogers, chair- 
man of the technical commit- 
tee of Breema, the British 
Radio and Electronic Equip- 
ment Manufacturers Associa- 
tion, believes there are other 
routes to better pictures 
Including Pal Plus; and any- 
way HD-Mac could be produced 
without Intervening evolution- 
ary steps. 

But when the IBA considers 
whether or not to put its reluc- 
tant acquiescence, if not Its 
seal of approval, on the BSB- 
Sky deal it should at least 
remember D-Mac and the tech- 
nology its engineers have 
helped to develop. . 

The commercial reatpoatuc 
of satellite television has now 
narrowed all options. But 
before the IBA finally runs up 
the white Dag it should per- 
haps determine If anyone is 
interested in a frien dle ss 
orphan called Mac. Otherwise 
high-definition television sets 
sue likely to come in boxes 
with Japanese characters on 
the side. 
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Carlisle House Group Limited 

(In Administrative Receivership 

above group indudipg; 

— ■* ■“ ‘"‘“‘"““I ZZ..* 


Summit Design and BuBd Limit®! 

(In Ad ministrative tecejverdWp)^ ^ ^ ^ ^ 

EP ' ci *“” 10 shop ^‘ 

and the refuiWshmem of public houses and cAjonoo. 

a ^AMnd»m.Soufe ««**«** 

including fully equipped Joinery worieshop of 3pW sq- 
O PoiieiMlal older book of up to £1 mfllton. hetow 


Specialists in photosetting 
for weekly, monthly and 
annual publi ca tions. 

□ Located at Romford, 
Essex. 


Specialists in photosetting 
for monthly and annual 
publications. 

□ Located ar 
Peterborough 


Lithographic printers 
specialising in stationery 
and brochures. 

□ Located at Romford, 
Essex. 


□ 2,600 sq ft leasehold 
property at ^ 
Peterborough. 

□ 12,600 sq ft freehold 

property at Romford, 

Essex comprising fully 
equipped photosetting, 
printing and 
adminis tration offices. 


Essex. . . 

□ 38 skilled employees. □ 11 skilled employees. 

D £ r ^ST“ dy ° ^.OOO^annum. 

Fax: 0708 754923 


Friary Court, 65 CrutchedFr^s.^dou EC3N 2NP 
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SIMMONS AND ELDRIDGE 
LIMITED 
and 

LYNLEY COMPONENTS 

limited 

(Mamifiicturers of furniture components) 

The Assets offered for Sale include: 

■ 23,000 Square feet premises (120 year lease) 

■ Plant & Machinery 

■ Stock & Work in Progress 

■ Orderbook 

■ Goodwill 

■ Motor Vehicles 

Joint Administrative Receivers, 

SSSKSSS’* 7 





LEVY GEE 


beautiful hotel 

18 hole golf course • Swimming pool Superb 
bedrooms *. 

Attractive function rooms and small conference forihtiea 

. sooth-east, country location but dose to large urban 
<&TC& « 

• For sale privately • Serious enquiries only. 

Write Box U7593, 

One SotnhwmrL Bridge. LONDON. SE1 


MAJOR COMPANY 
MOVES H.Q. 

A substantial amount of high quality 
furniture to be sold off. 

18 Boardroom tables and chairs 
Executive Suites, desks etc. 

2000 office chairs. 

Many other items. 

No machinery available. 

Tel: 081 549 9339 


AIRCRAFT for sale 


ROCK & HEIFER INN 
BRADFORD, WEST 

YORKSHIRE 

Famous landmark. Freehoose/ 
Restaurant with superb func- 
tion suites. Large stone 
detached premises in country- 
side position. Wide catchment 
area. Net t/o £625.000. Aver- 
age 26 Barrels per week. 
Potential to create Letting 
Rooms. 

FREEHOLD. 

OFFERS ON £825,000 
Ref: PI215/FT 
Confect: Jonathan Parrish 
Dmcc Hotels & Leisure 
Telephone: 0532 461144. 


MUST BE 
SOLD 

2 quality Suffolk hotels 
commercial and 
conference trade 25 A 
33 letting bedrooms. 
Reasonable offers 
invited. 

Write Box H7591, 

Financial Times, 

One Southwark Bridge, 
LONDON. SE19HL 


BUSINESS 

aircraft 



Sales i Operating Leases 

Insurance • Support Package 


Management & Crewing 


e xecutive iet 

fFlSITREHEATHROW 


■M: 081-799 70S 

Tfetacwnre 

CHBcHMHanfaUi fac 01-7597305 


CANADAIR 
CHALLENGER 
600S 

Executive Wide-Body 
2000 hours total time 
Warranty schemes 
Engine/ Airframe 
New paint/ 
refurbished 1989 
$6.75 million 
U.S. dollars 

iPhones UJC (0)908 61230l| 
Fax: UJC (0)908 210602 


OMAL 

Moneycheckers 

We have for sale a large 
quantity of these popular 
machines at a very low 
price. If you need 5 or 
500 contact Sonya Cary. 

Pence!! Group Limited, 
Leeway, Newport. 
Gwent NP9 0SL 
Tel: (0633) 280705 
Fax: (0633) 283100 
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BUSINESSES 
FOR SALE 


Tuesdays, Saturdays 
and now 
FRIDAYS 

Rn* further Information 
please contact 

Gavin Bishop 
on 071-873 4780 
or 

Sara Mason 
on 071-873 3308 
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Rubber 
nears 
support 
level 

By Um Slong Hoon in 

Kuala Lumpur 

THE RECENT slide In world 
robber prices and the prospect 
of renewed intervention in the 
m a rk et will be the main fo gupp 
facing: delegates at the meeting 
of the International Natural 
Rubber Organisation that 
begins in Kuala Lumpur today. 

Inro’s buffer stock manager, 
who last intervened in M/umfi, 
would have had to resume buy- 
ing during the past few months 
had not the organisation 
reduced its intervention 
thresholds by 5 per cent in 
July. 

Except for a brief period in 
August when the market 
received support from US 
stockpile purchases, the aver- 
age prices from the markets of 
Kuala Lumpur. Singapore, 
London and New York have 
since been in decline. Last 
week Inro's five-day moving 
average price fell to the “may 
buy" level of 176 Malay- 
sia/Singapore cents a kilogram. 

Inro’s rules allow for adjust- 
ments to its intervention levels 
every 15 months, so a fresh 
revision at this week’s meeting 
would not be possible without 
a rule change. The organisa- 
tion has MS 130m (£25m) avail- 
able for buffer stock buying. 
This was called up in July 
after an Initial sum of M|70m 
was depleted during the first 
quarter by 34,000 tonnes of 
intervention purchases. 

Despite low stocks and slow 
output In Malaysia, sagging 
demand has given taro little 
grounds to be optimistic about 
the short-term prospects for a 
price recovery. 

Inro’s headquarters in Kuala 
Lumpur is authorised to stock 
up to 400,000 tonnes and, under 
a contingency danse, a further 

150.000 tonnes. 

9 Malaysian stocks of palm oil 
appear to be building op " gain 
but improved demand has 
boosted prices at the Kuala 
Lumpur Commodity Exchange. 
The prompt November futures 
position has moved above 
MS744 a tonne, well ahead of 
the $650 level around which 
nearby prices bad been trading 
for most of the year but still 
below the M$sZ2-a-toxme aver- 
age for last year. 

Traders have attributed the 
sharp gams in recent weeks to 
an initial Egyptian enquiry for 

10.000 tonnes and. later, 
another 5,000 tonnes. The coun- 
try is one of Malaysia’s top five 
customers for palm oiL 

To pump new life into the 
market, local palm oil produc- 
ers have been urging the gov- 
ernment to buy up to 200,000 
tonnes for distribution as food 
aid. Aggressive government- 
sponsored sales promotion 
abroad, and the easing of 
export taxes early this year 
appear to have made little 
impact 


Preaching against the ‘false god’ of free trade 

Farmers on the Texas Panhandle are facing hard times and many fear disaster if subsidies are cut further 


C ASTRO COUNTY - 
located within the drab, 
flat stretches of the 
Texas panhandle - possesses 
little oil beneath. Still, deep- 
drilling wells pump a commod- 
ity sometimes more valuable: 
water. 

When oil prices are low and 
drought sets grain prices soar- 
ing, then farmers in the region 
reap a harvest to be envied and 
returns greater than that of 
black gold. 

Irrigation Is expensive but it 
makes possible a diverse, 
intensive agriculture on farms 
which typically extend to 3^00 
acres or more. When farmers 
elsewhere are praying for rain, 
the producers of Castro County 
simply tarn on their sprin- 
klers. 

Agriculture's health is one of 
Texas’ vital signs. Almost 80 
per cent of its vast land area is 
devoted to the production of 
food. Almost 20 per cent of the 
state’s GNP is drawn from the 
sector, which employ’s 225 per 
cent of Texas’ work force. 

Mr Harold Bob Bennett pro- 
duces grain and cattle with his 
father and brothers in Castro 
county. A rangy, shrewd popu- 
list with a "good of boy” per- 
sona, he holds his “first real 
job paying real money” as dis- 
trict director of the region for 
the Texas Department of Agri- 
culture. 

He sees it as his mission to 
testify, as he would in his 
church, against “false god” 
of free trade and for the need 
of a supply management pol- 


icy. He would output quo- 
tas, or pnn u g h land to be taken 
out of production to ensure 
higher prices for the formers, a 
scheme that he says would also 
allow for better conservation 
policies. He preache s mo re 
crop rotation and diversifies^ 
tion into alternative crops such 
as wine grapes, blueberries and 


Enhancement Program, offer- 
ing export subsidies. 

Mr Carl King, president of 
the American Corn Growers 
and hims elf another P anhandl e 
producer, says the 1985 form 
programme was a personal 
calamity for him. “Right now 
I'm at my lowest ebb in 30 
years. I have nothing to look 


Other Texas formers, how- 
ever, think the government 
already has more than enough 
influence over their ope rations 
Mr Randy Justice grows wheat 
and feed grains in Lancaster, 
on 15 forms in a three to four 
mile radius south of Dallas 
In his office, surrounded by 
computers and records, he 


As discussion continues on farm reforms in Europe and in the 
Gatt Uruguay Round, Nancy Donne looks at the state of 
agriculture in the US, where the administration has made deep 
cuts in domestic subsidies and is urging the rest of the world to 
follow suit. Further articles this week will look at cotton and 
sugar, beef and dairy, and rice and peanuts. 


pinto beans. 

Wfa views are shared by 
many neighbours, whose forms 
have been lost or jeopardised 
because of the 1965 form pro- 
gramme, which pushed down 
prices in order to boost 
exports. To compensate for the 
lower juices, the government 
pays production subsidies, 
railed deficiency p a y me nts. Mr 
Bennett says this simply takes 
money out of the taxpayers 
pockets to “pacify” the produc- 
ers. 

In 1989 American farmers 
received $3.1bn in d ef iciency 
payments for feed grains and 
$603m for wheat. When US 
competitors undercut even the 
loan rates, the US Department 
of Agriculture put stQl another 
programme in motion to boost 
foreign sales: the Export 


forward to.” 

He says he is “broke". His 
net worth has plummeted from 
$L5m in the 1970s, when “I 
never thought Td see a poor 
day again," to between $200,000 
and $300,000. 

Mr King, believes “a real 
disaster” is in store for local 
formers next year, when the 
1390 farm legislation, goes into 
effect The legislation contin- 
ues the trend begun in the 1965 
Farm Act but also cuts produc- 
tion subsidies by 15 per cent 

According to the Texas 
Department of Agriculture, the 
state’s agriculture sector has 
embarked on a radical restruct- 
uring since i960. Then almost 
three-fifths of the form workers 
were Independent operators; 
now 52 per cent work for oth- 
ers. 


seems as much an accountant 
as a former. He also seems to 
sy mb olise the fixture of Texas 
forming if current trends con- 
tinue. 

H e works 15 forms, owns 
a grain elevator but 
works thousands of 
acres belonging to others. The 
owners are investors, holding 
it for (he rents or future real 
estate deals. 

Mr Justice did not even par- 
ticipate in the form programme 
until the past few years, when 
finally prices foil so low that 
he accepted the paperwork 
burden and tight controls to 
qualify for deficiency pay- 
ments. 

Undo: the government pro- 
gramme, producers’ subsidies 
are based on the past history of 


crops and yields for the land 
being farmed. Thus, a 100 acre 
form, planted half with wheat 
and half with a feed grain one 
year is “locked in** the next 
year - It must produce the 
same crops to qualify for pay- 
ments. 

One of Mr Justice's forms 
has a 730 “acreage base” upon 
which he can receive subsidies 
for crops covered by the form 
programme. The “history” 
allows him to plant 433 acres of 
wheat; 18 at maize; and 279 of 
grain sorghum. On his wheat 
base he must set aside 15 per 
cent of the land under the 
Acreage Reduction Program, 
designed to curb production. 

The subsidy payments are 
based on a history of estimated 
bushel yields. Although most 
years wheat yields in the 
region now run about 40-50 
bushels an acre, this form’s 
history, recorded years ago, 
assigns yields of 27 bushels an 
acre. 

To allow formers more flexi- 
bility in their planting deci- 
sions, the 1990 farm pro- 
gramme offers a new “triple 
base plan.” In addition to land 
sent aside umter the Acreage 
Reduction Program, Mr Justice 
most reserve another 15 per 
cent of his bases. 

He gets no deficiency pay- 
ments for the crops planted on 

this land (part of the US bud- 
get deal to save $l3.6bn on 
form spending over the next 
five years ) but he can plant 
any “programme crop” of his 
choice - wheat, feed grains. 


cotton, rice, oilseeds. Anticipat- 
ing favourable prices next 
year. Mr Justice says he will 
plant grain sorghum. 

Mr Justice is an eager sup- 
porter of the US proposal in 
the Uruguay Round to phase 
out form programmes world- 
wide. As a comparatively low 
cost producer, he is willing to 
give up government payments 
if everyone else does. He 
believes that without subsi- 
dies, inefficient formers wifi go 
out of business and prices will 
rise above the cost of produc- 
tion. No farmers, anywhere in 
the world, can wit h st an d the 
losses incurred by cheap grain 
unless they are rescued by 

their governments. 

“If I could get $551 for toe 
price of my wheat (the esti- 
mated cost of producing it and 
transporting it to Europe). I 
would be on top of the world,” 
he says. 

It sounds good in theory, Mr 
Bennett says. But “a free mar- 
ket is not going to happen - 
because of politics, because 
people have gone hungry to 
the past, because Europe wants 
to protect its fanners. And 
most of all. he believes, 
because the giant grain traders 
who control most of US exports 
wifi depress prices when it 
suits them to undersell the rest 
of the world. 

“It's not right when we 
export our products below the 
cost of production,” he says. 
“We’ve got to quit raping this 
land. We’ve got to start putting 
something back into it” 


Eastern European agriculture in double jeopardy 

Nicholas Denton describes the complex problems to be overcome in rejoining the world economy 


E astern European 

agriculture is in a dou- 
ble bind. Like everyone 
else in the formerly communist 
countries, farmers are strug- 
gling to escape from the absur- 
dities of the command econ- 
omy- But they cannot turn to 
the world market for salvation, 
as can those in other sectors, 
because the western agricul- 
tural system is riddled with its 
own distortions. 

So, on one private 
ownership must be restored, 
monopolies broken up, quality 
emphasised over quantity and 
excess labour shed in the agri- 
culture and food sectors as in 
all parts of the economy. 

On the other hand, h o wever, 
food producers face subsidised 
competitors in western Europe, 
which means that they cannot 
exploit fully their advantage of 
lower labour costs. Matching 
those subsidies is beyond the 
means of either government 
budgets, which are strapped, or 
consumers, who already spend 
high proportions of their low 
Incomes on food. 

Barriers to agricultural trade 
also undermine eastern Euro- 
pean efforts to discipline 


domestic distribution monopo- 
lies with import competition. 
Furthermore, they fawwt for- 
eign investors, for whom 
access to western European 
markets is an important incen- 
tive. 

Eastern Europe’s home- 
grown problems are bad 
enough. 

Demands by former owners 
for the restoration of property 
confiscated by the communists 
plague most eastern European 
attempts at privatisation, but 
few so much as land privatisa- 
tion. 

This problem is most acute 
in Hungary, where the hide- 
pendent Smallholders party 
won thir d pfece the bal- 
ance of power in the spring 
general elections on a platform 
of a return to the 1947 pattern 
of ownership. Their campaign 
has filled the co-operatives, 
which dominate Hungarian 
agriculture, with uncertainty 
and delayed privatisation. 
No-one will make significant 
long-term investments until 
they are confident of their 
property rights. 

But even if former owners 
are satisfied by financial com- 


pensation it is unclear how 
many agricultural workers will 
embrace private ownership. 

Poland alone is immune, 
because the Soviet-style col- 
lectivisation of agriculture 
never took hold there and 75 


drive a great wedge between 
producer and consumer prices. 

The ratio between retail and 
producer prices can go as high 
as 7:1 in Poland, according to 
the Polish delegation to the 
recent conference in Budapest 


‘The initial hope wa s that east Europe 
would start with a clean slate and not 
make the mistakes of the west’ 


per cent of arable land is 
already in ths bawda of private 
formers. 

In all countries, the move to 
a market economy will mean 
exposing hidden rural unem- 
ployment. Some estimates sug- 
gest that half cf eastern Ger- 
many's _800,000 agricultural, 
workers will lose their jobs. 
Poland is in a potentially 
worse position; a quarter of the 
labour force gains part or dll of 
its income from agriculture, for 
above western and east Ger- 
man levels. 

The privatisation of distribu- 
tion is at least as important as 
that of fond. In tfrfo field the 
aim is to break up the state 
monopolies and cartels that 


on East European agriculture 
organised by the International 
Policy Council (IPC). 

Distributors have often 
become freed from central 
price controls without being 
subject to the discipline of 
competition. 

F ood- processing also 
needs a thorough over- 
haul. The industry was 
a casualty of the classic 
planned economy focus on raw 
production. Eastern European 
foods are often of low quality, 
poorly prepared and unattrac- 
tively packaged, making them 
vu lnerable to sophisticated 
western European competition. 
East Germany provided a 


dramatic illustration of this. 
The market for domestically 
produced food collapsed after 
economic and monetary union 
with West Germany as the 
notion that “west is best” took 
hold. 

Shops selling expensive 
western products are prolifer- 
ating in Hangary too and War- 
saw has tiny stores-ln-a-win- 
dow with western fruit juice on 
offer. 

Despite aD of its present dif- 
ficulties, eastern European 
agriculture ought to face (he 
future with some confidence. 
After all, farming is a land- and 
relatively labour-intensive 
business, and the region has 
plentiful fertile fond and cheap 
labour. 

Market-gardening, soft fruft 
production and plant-growing, 
for instance, should be interna- 
tionally competitive. Eastern 
Europe could export in these 
areas to balance its imports of 
highly processed foods from 
the west 

Moreover, the large size of 
forming nwita provides econo- 
mies of scale in those coun- 
tries, all except for Poland, 
where state farms and co-oper- 


atives are the norm. This 
advantage could be preserved 
if privatisation, as is likely, 
avoids breaking up these large 
units into unviably small plots. 

But the realisation of this 
potential depends heavily on 
fair access to western Euro- 
pean markets. That is impossi- 
ble while the European Com- 
munity’s common a gri cultural 
policy remains in place and 
eastern European countries 
remain outside it 
in the meantime Eastern 
European countries have no 
option but to use some subsi- 
dies. Poland has instituted 
price support for sugar 
producers; Hungary is main- 


sidfo s while it dismaatlss those 
in other parts of the economy. 

**Tbe initial hope was that 
east Europe would start with a 
clean slate and not make toe 
mistakes of the west," Mr J. B. 
Penn, sgnfor vice president of 
Sparks Commodities, told the 
IPC conference. 

That hope seems vain. 
Already, eastern European 
countries are doing as the west 
does, rather than as it says. 


Sugar 
‘more or 
iess in 
balance’ 

By David BlackwaO 

THE SUGAR market is more or 
Jess in balance, with a surplus 
of about lm tonnes or less than 
1 per cent of consumption, 
according to the latest market 
report from K.D. & F. Man, the 
London brokers. - 
; But while the shortterm out- 
look is construc tive, “we can- 
hot predict a return, to some 
t of price sensibility ” says 
report 

The recent collapse in pnees 
■gag in May when toe supply- 
■manii balance shifted 
wards a surplus. The 
subsequent bear market 
me almost self-fulfilling, 

. toe report, which points 

that total annual trading 

lames in futures in New 

London, Tokyo and Paris 

nt to about 20 times toe 
free market trade, 
an additional purchase 
Soviet Union, Mexican 
for the 1991 season or 
..ease in the US quota 
__ tip the price cover equa- 
Ifrom negative to positive 
ttract speculative involve- 
on the baying side; In 
case the roller-coaster 
be well off in the other 

and it is difficult to 

; to what level.” 

Soviet troubles 
strain Chinese 
tea earnings 

ECONOMIC TROUBLES in the 
Soviet Union and Eastern 
Europe combined with shifts 
in drii dug habits worldwide, 
are hit ng China's tea growers 
hard, e ports Reuters from 
Pelting 

Chin's tea production is 

forecai; to slump to 510,000 

tonnes his year from 550,000 to 

1989 s id some plantations 
have ben abandoned. Exports 
are exjected to fall slightly 
this yfcr from last year’s 
against 198,000 
1988, a director of the 

Tea Import-Ex- 

ration said. 

is the world’s 

ilggest tea exporter 

and sells mainly to 

it Union. Poland, 
the US and - 

.or importers, the 
Soviet Unjm and Poland, have 

cat their tea imports heavily 

this yean to an estimated 

150,000 t vines and 10,000 
tonnes reaectively, said the - > 
director, teo gave his name 
only as LLsoth countries are 
suffering ram a shortage of 
foreign exennge, be said. The 

Soviet Unios imported 230,600 

tomes of teafost year. 

The growiig preference to 
tea bags hastelso hit China's 

sales as peopfe consume less 

tea when tbeyise bags. 


WORLD COMMODITIES PRICES 


MARKET REPORT 

Copper prices resumed their 
recent downward trend on the 
LME yesterday alter news that 
a strike at smelting and 
engineering works in the Zambian 
copper belt had been called off, 
traders said. The news also 
pushed down prices on Comex; 
by midday the December contract 
had traded as low as 112.50 cents 
a lb. Aluminium tall sharply in 
the morning as an unexpected 
easing In recent technical 
tightness of first half November 
supplies attracted a wave of 
speculative selling, liquidation 
and forward trade selling, dealers 
said. London robusta coffee 
futures closed easier as New York 

London Markets 


fell through key support at 88 
cents a lb for December, traders 
said. “There were large sell stops 
under 88, " said one New York 
trader. "Computer funds and other 
speculators shorted the market, 
and we saw continued origin 
selling. The roasters are well 
covered into December, and the 
warm weather in the US has kept 
hand-to-mouth buying light” 
London cocoa futures closed near 
the day's lows In response to 
currency movements, dealers 
said. The impending start of this 
season’s Ivory Coast shipments 
contributed to the bearish trend. 
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lor Nov 5 0G694 {805.7-1) 


com 

U-Lm 

slow POX 

C/tonne 


Qcaa 

Previous 

Htgta/Un* 

NOV 

S5B 

569 

860 556 

Jan 

574 

560 

685 600 

Mar 

661 

569 

587 566 

May 

673 

679 

578 568 

Jul 

687 

60S 

586 685 

Sep 

603 

615 

812 603 

Nov 

820 

830 

822 620 



Ctoea 

Prevtoua 

Mgh/Low 

AM Official 

Kerb dose Open interest 

AlmtiMnn 1 

t. 92J% party (5 par tonna) 



Total dally turnover 24496 lots 

Cash 

8 months 

174860 

166260 

187560 

170210 

1750/1732 

1706/1656 

1730-2 

1662-4 

166260 68 .956 tots 

Copper, Orade A (C par tonne) 



Total dalfy turnover 33421 tots* 

Cash 

8 months 

131220 

13128 

13426 

13329 

1352/1320 

1343/1313 

13821 

13423 

13121 112.188 tots 

lead £ per tonne) 




Total daily turnover 1,43ft leas 

Cash 

S months 

370-2 

3726 

3722 

3746 

37250 

378/374 

37223 

3726 

37456 10,011 tots 

McM (8 per tonne) 




Total dally tomover 940 lots 

Cash 

8 momha 

8775600 

8380-75 

8825-75 

8372400 

8800/8775 

8400/8350 

8775600 

8876-400 

8375400 7.737 tots 

m (S par tonna) 




Total daily turnover 991 tots 

Cash 

ft months 

6IB06D0 

6180-200 

6192210 

8102200 

622018210 

6206/6160 

821220 

62025 

018290 SjOBS tats 

Zinc, Special High Qrai 

la (ft par tonne!) 



Total dally turnover 4.117 tats 

Cash 

3 months 

1285-7 

1285-7 

1292-4 

12022 

1293/1293 

1302/1283 

1290- 2 

1291- 3 

1287-8 19.820 lots 


Latest Previous Hfgti/Low 


Chicago 


Dee 

32.70 

34.00 

3050 

32.40 

Feb 

3050 

3J450 

30-85 

30 JO 

Mar 

29-30 

3020 

29.00 

2990 

Apr 

28.05 

294)6 

28.40 

28.05 

Jun 

20J3Q 

27 JO 

26.65 

26.30 

Jill 

2170 

26.65 

26.00 

26.65 

Sop 

264)0 

25.63 

254)0 

2-L85 

HEATWO 08. 42,000 US galls. cents/US galls 


Latest 

Previous 

Hlgh/Low 


Dee 

8870 

8742 

8800 

84 75 

Feb 

2425 

8625 

teeo 

3*25 

Mar 

8025 

8225 

8160 

6025 

Apr 

7840 

7840 

7750 

7040 

May 

7325 

7525 

7400 

7375 

Am 

7085 

7285 

7200 

7125 

Jul 

6990 

7190 

0 

0 

Aug 

7020 

7220 

0 

0 

Sep 

7125 

7325 

0 

0 


SOYABEANS 5,000 bu min; i 


i bushel 



Close 

Prevtoua 1 

^Ugti/Lcw 


Nov 

881/4 

592/4 

tasvn 

680/0 

Jon 

597/4 

609/2 

uStt 

SB6/4 

Mar 

612/0 

624/2 

raj a 

61110 

May 

625/6 

637/2 

«5f4 

824/6 

Jul 

636/2 

640/6 

Aigm 

636/0 

Aug 

6M/2 

645/4 

86/0 

636/0 

Sop 

619/2 

626/0 

eg/o 

618/4 

Nov 

811/4 

816/8 

dp o 

810/4 


SOYABEAN OH. 60.000 IBs; i 


SPOT: 1.0673 


CIS 


COCOA 10 &>nnM;$/lo»nes 


3 months: 1.9415 


6 months: 1*1*6 


9 months: 1.0O17 


POX 


(3 per tonne) 


asorwunn 


Raw 

Ctoea 

Previous 

Fftgh/Low 

Crude oft (per barrel FOB) 

Dubai 

Brent Blend (dated) 

Brens Blend l December) 
W.T.l. (1 pm est) 

+ or - 

52M04L9By -1.725 
533.70-180 -1.40 
S32.6&&75 -135 
S3&1«4£2y -1-225 

Dec 

Mar 

May 

Aug 

Oct 

Mar 

219.00 
213.20 
21180 

716.00 
2164)0 

216.00 

222.00 

215.60 

210.00 

218.00 

2184)0 

2234)0 21640 
21140 212.00 
21100 21X60 
21120 

2174)0 

214.00 

09 products 


Whha 

Ctoae 

Prevtoua 

HlgWLow 

(NWE prompt delivery par tonne OF) + or- 

Dec 

3004) 

8034) 

3034) 8004) 

Premium Gasoline 

S850-355 -8 

Mer 

2980 

30141 

30041 297.7 

Gas Oil 

$307-309 -10 

May 

297.5 

301.0 

3004) 297.5 

Heavy Fuel CXI 

5126-128 -3-5 

Aug 

301.0 

30441 

3024) 3005 

Naphtha 

$296-304 -17 

Oct 

2810 

2B7.0 

2848 2884) 

P9trvtoum Argua Estimates 


Mer 

280.0 

2854) 

2B1.2 2717 


Turnover: 4180 (3666) lots of 5 tonnes 
ICO indicator prices (US cents par pound) far 
Nov 2: Comp, dally 71,42 (71.82)- 16 day i 
73.15 (7338) 


POTATOBS - ays 


New York 


S/tonne Oofd (flno oz) S price 


C equivalent 


Close Previous Mgh/Low 


IjOO 


Goto (par troy az)+ 3377.00 

Silver (par troy ez)4> 416c 

Platinum (per troy oz) 541800 -M0 

Palladium (per tray oz) W&8S -0.40 


Turnover Raw678 (1676) lots ot 50 tonnes. 
White 666 (618) 

Paris- White (FFr per Name): Deo 1600 Mar 1404, 
May 1494, Aug 1516. Oct 1«38 


Apr 


149.0 

167.1 


1419 

160 


14910 147.0 
167.1 1661 


Turnover 248 (177) tots at 40 tonn es . 


C/OSO 376 1,-377 191 4,-192 

Opening 376-378 192-192^ 

Morning Ifx 377.06 182.255 

Afternoon flx 37860 192922 

Gey'S high 377 **-3771, 

Day's low 378-37812 


OOU> 100 troy ob Vtroy oz. 



Ctoae 

Previous 

Hlgh/Low 


Doe 

1142 

1147 

1163 

1138 

Mar 

1209 

1211 

1224 

1204 

May 

1246 

1240 

1263 

1244 

Jul 

1285 

1283 

1298 

1285 

Sep 

1317 

1315 

1326 

1326 

Doc 

1357 

1354 

1357 

1357 

Mar 

1392 

1389 

0 

0 



Ctoea 

Prevtoua 

hWjo* 


Dee 

21457 

21-5J 

2117 

21429 

Jan 

2135 

2184 

21-> 

21.5a 

Mar 

22.12 

224)0 

224$ 

22.05 

May 

22 S3 

22.72 

22-7) 

22.tr 

Jul 

22.84 

2280 


22.T6 

Aug 

224)1 

23 03 

2aol 

22.51 

Sop 

22.70 

224)5 

2284 

22.70 

Oct 

22L56 

22-63 

22-60i 

22.55 

Doc 

22-52 

2255 

22.501 

22.40 . 


SOVA8EAN MEAL 100 tons; Sflon 


C/tonne 


Close Pre v io us Hlgh/Low 


Dec 


10550 108.75 


3 price 


C equivalent 



Closs 

Previous 

Hlgh/Low 


Nov 

3796 

3714 

0 

0 

Deo 

381.1 

3784) 

3633 

3770 

Jan 

383.1 

380.0 

0 

0 

Feb 

384.9 

3814) 

38742 

3818 

Apr 

38a4 

385-3 

391.5 

3810 

Jun 

M2 

389.1 

3931 

389.0 


38541 

382.7 

398.0 

39841 

Ota 

399.7 

396.6 

4004} 

4005 

Dec 

403.7 

4005 

404.0 

4011 


COFFEE “C* 37.50CUfas; conts/lba 


Turnover 0 (87) tots ot 20 to nn es. 


Maple! eat 
Britannia 
US Eagle 


S/barrel 


380-391 


196 >2-109 h 

1964-109 >2 

190>z-1B9>2 

19612-1001} 


Aluminium (free merited 
Copper (US Producer) 
Lead (US Producer) 

#1736 

120c 

51e 

-170 
+ t 
+ 1 


Letest 

Previous 

HglULow 

iMMHrmwa - M 

t nOrtrtoea point 

Now Sov. 
Old Sov. 
Nobto Plat 

9002 

90-92 

422J6-4217S 

46-47 

Dec 

32 26 

344)5 

33^0 31 JO 


Ctoea 

Previous 

Hlgh/Low 

21155-2204X) 

Nickel (tree market) 406c 

Tin (Kuala Lumpur market) 1130r 

Tin (New York) 288c 

Zinc (US Prime Western) 70c 

-8 

-110 

Jen 

FeO 

Mar 

IPE Index 

3190 

29.70 

2B.46 

3382 

32.80 

314)0 

304)0 

34.78 

31.86 30.86 
304X1 29.40 
2165 28 AS 
334)5 33.80 

Nov 

Dec 

Jen 

Apr 

1318 

1338 

1250 

1220 

ipo 

1325 

1280 

1ZI0 

1320 1815 

1280 1250 

1220 1215 

Cattle (live welgrajt 

103.740 

+ 14)8* 

Turnover: 25054 (8264) 


BFI 

1312 

1312 

1312 1312 

rover Bx 

p/Bne at 

US eta equlv 


Pga (live weJghQt 


7386p 


+3L16* 


London dally sugar (raw) S26fL0q 
London dally sugar (white) 3306. 5q 
Tata and Lyle export price £245.00 

+48 
-0.8 
+ 1.6 

Barley (English toed) 

Cl 1128 


Maize (US No. 3 yellow) 

£150.00 

+ 1.00 

Wheat (US Dark Northern) 

£87.00 


Rubber (Dec)* 

S0-25p 

-n wi 

Rubber (JanjV 

50S0p 

-050 

Rubber (KlRSSNgl Nov) 340.0m 


Coconut OU (Philippi nesfft 

S316q 


Palm OU (MaloyatonH 

S323y 


Copra ( Philippines )S 

S2204X 

+ 7J& 

Soyabeans (US) 

£137.5 

-1J 

Cotton "A* Index 

83j05c 


wooltops (64e Super) 

404p 



4U* 

ON. ' Pi 


S/tonne 


Latest 

Prevtoua 

WgWLOw 


2934)0 

302.00 

287.00 287.76 

Dec 

29150 

2804)0 

28100 27126 


2TtJS 

278430 

272-00 280410 

Feb 

23100 

263.00 

»im Min n 

Mar 

231 75 

2484)0 

243.00 23100 

Apr 

Jim 

22700 

2274)0 

233410 

231.00 220.00 

2284X1 227.00 


Turnover 69 (71) 


Turnover 6638 (5026) tots of TOO tonnes 


£ a tonne unless oB i ens to e stated, p-penea/ko- 
o-cents/lb. r-ringgK/fcg. o-Nov/Dac. Hlon. u-Octf 
Dec v-Nov. w-Oec/jan z-Jan/Mar y-Oec. HIM 
Commission average fatetock prices. * change 
from a week ago. WLondon physical market. 
OOF Rotterdam- ♦ Bullion market dose. ro-Ma- 
layslen canBAg. 


A good general demand was maintained 
Ms week, reports the Tee Brokers' 
Association. Coloury sssams again proved 
a strong mature at tufty firm rates. Plainer 
sorts wars Irregular but price teveto showed 

IMM (Siango. Bangladesh lass remained 
firm, bright liquoring Africans ware wan 
supported and termed dearer but mednima 
showed irregularity and were barely steady. 
Plainer descriptions mat Improved 
competition at lully ftrm rates. Ceytons 
attracted lass demand and were generally 
easier. Offshore teas met fair support at 
ltrm rates. Quotations: quality 230p nominal, 
medhan 137p, tow medium 80p. 


twun 

i - b pm 


C/tonne 

SIMM 

Ctoae 

Pravtoue 

MgMlov 

NOV 

114.70 

11490 

11490 114.70 

Jan 

11110 

mas 

11135 11990 

Mar 

12290 

12120 

12390 12290 

May 

12140 

12160 

12150 12140 

Barley 

Qoee 

Previous 

High/Law 

Nov 

11150 

11390 

118-50 113-40 

Jen 

117 JO 

117 AO 

117 JO 

Mar 

120.40 

12040 

12140 


Spot 21X40 

3 months 21965 

6 months 
12 i 


417 JO 
42505 
434.10 
450.60 


Jan Mar Jan Mar 


Turnover Wheat 67 (217). Barley 26 (33). 
Turnover lots of 100 t o nn es. 


500 

550 

600 


77 

38 

IS 


3 

14 

41 


08 


Dec Mar Deo Mar 


600 

660 

700 


51 102 

16 60 
4 43 


4 

21 

57 


14 

31 


PUB 

- era 


(Cash Seftiamert) p/kg 


Ctoae 

Previous Hlgh/Low 

Nov 

910 

944) 

910 

Jan 

913 

OU 

919 


□ec Jan Deo Jan 


Turnover 16 (25) tots o» 329) kg 


3000 

3050 

3100 


385 


PLATMUM 50 troy ad S/tray oz. 


Ctoae 

Prevtoua 

Mgh/Low 


Nov 

4116 

4116 

0 

0 

Jen 

42SJB 

42Q8 

4299 

4169 

Apr 

430 J 

426.4 

431.0 

4219 

Jul 

4349 

43QJ 

4XL4 

4289 

SAVES 5,000 troy oe cerrts/troy ax. 


Ctoae 

Previous 

Ugh/Low 


NOV 

4203 

416.0 

0 

0 

Deo 

422.7 

4115 

424.0 

4115 

Jen 

424.7 

4205 

0 

0 

Mar 

4319 

427.6 

433.0 

4259 

May 

4379 

433.6 

4389 

4339 

jm 

4439 

439.6 

4449 

441.0 

Sop 

4409 

445.7 

0 

0 

Dec 

4614 

4544 

459.0 

4529 

Jjoi 

4809 

4589 

a 

a 

Mar 

4679 

4639 

0 

0 

MOM ORADE COPFCH 21000 Ibe; cents/ltw 


Clem 

bnrriou* 

Htgh/low 


Nov 

II4J0 

11140 

11690 

113J0 

Dec 

113.70 

11160 

118-20 

11290 

Jan 

1129S 

114.20 

11390 

11290 

Mar 

111.15 

11190 

11290 

111 10 

A or 

1 10.36 

11095 

0 

0 

May 

10160 

10090 

110.00 

109 JO 

Jun 

10890 

10120 

0 

0 

Jul 

106.05 

10140 

10750 

107.50 

Aug 

10? 95 

107.70 

0 

0 

Sep 

10155 

107.00 

0 

0 



Ctose 

Previous 

Hlgh/Low 


Doc 

8100 

8170 

8990 

8590 

Mar 

69.75 

92-40 

82.80 

8170 

May 

B2JG 

94.75 

95.10 

92.15 

Jul 

94.30 

96.90 

97J0 

94.30 

Sep 

96.25 

98.83 

9850 

96 J6 

Dec 

SB JO 

102JS 

10170 

0 

Mar 

100.45 

10390 

0 

0 

SUGAR WORLD 11“ 112900 lb*; cants/ Ibe 


Close 

Previous 

Hlgh/Low 


Mar 

995 

9.71 

9.95 

947 

May 

958 

9.70 

9.67 

152 

Jul 

090 

169 

90S 

956 

Oct 

997 

969 

9.85 

991 

Mar 

167 

177 

998 

995 

COTTON 50900; csntoObe 


Ctoae 

Previous 

Hl0h/Lowr 




Close 

Prevtoua 

Hfeh/ljow 


Dec 

178.6 

1802 

rs.7 • 

175.9 

Jan 

1716 

1826 

1B7.0 


Mar 

183.1 

1819 

K63 

182.8 

May 

165.8 

1019 

1MJ 

1859 

Jul 

1812 

191.0 

BL3 

1810 

Aug 

188.0 

191.6 

*1.0 

189.0 

Sop 

T86.S 

168 J 

*0-5 

188.5 

Oct 

182.7 

104.0 

a 

0 

Dec 

184.2 

1852 

1^9-0 

183.0 


MAIZE 5.000 bu mliy canfa/seibjwaht H 
Close Provteus Hfeh/Low 


Dec 

230/6 

230/2 

Mar 

240/8 

240/2 

May 

247/4 

246/8 

Jul 

252/6 

251/6 

Sop 

252/4 

250/4 

Dec 

2S3/0 

251/2 

Mar 

236/4 

257/4 


231/0 
241/0 
24 tie 
26*0 
25^0 
2KJ4 


229/0 
238 10 
240/0 
251/0 
250/8 
251/0 
0 


Dec 7256 
Mar 7266 
May 73.06 
Jul 7320 
Oct 6280 
Deo 86.05 
Mar 8637 


7426 74.85 

74.66 74.60 

76.08 74.60 

75.05 7490 

6205 68.00 

8626 6825 

67.15 O 


7226 

7286 

73.08 

73.10 

8277 

64.95 

0 


WHEAT 5.000 bu min; cama/8on>-bUl>p | 

< Close P revious WgtrLow 

1/6 
276/4 
265/2 
290 10 
296/4 

306/ 4 

UVE CATTLE 40,000 lbs; certa/lb a 
. Cloaa Previous Hlgh/Low 


Doe 

264/2 

26512 

268/9 

Mar 

Z7B/8 

279/2 

282 A 

May 

286/6 

288/2 

290/2 

XI 

291/8 

28070 

295/0 

Stop 

290/4 

2800 

209/4 

Dec 

309/0 

310/0 

309/0 


ORANGE MICE 15,000 be; cmns/lbe 



Ctose 

Prevtoua 

Hlgh/Low 


Nov 

11496 

11150 

11145 


Jan 

112.15 

11190 

113.00 


Mar 

112-55 

11290 

113.86 


May 

11290 

11210 

11390 


Jul 

113.05 

112.10 

113.50 


Sep 

113.05 

11210 

0 

0 


■miMHa (Base: September 18 1931 

“ 100) 1 


Nov 5 

Ndv2 

ranth ego yr ago | 


17199 

1719.6 

1744.1 

16918 1 

HUM JONtS (Base 1 . Dec. 31 1»74 - iDO) | 


Nov 2 

Nov 1 

rarvtn ago yr ago | 

Spot 

124.64 

12490 

126.76 


Futures 1275S 

12797 

130.60 

13114 


DOC 

7720 

77.10 

Fab 

74.62 

74.72 

Apr 

74.87 

7490 

Jun 

72.46 

72.75 

A6g 

71.05 

71.30 

Od 

71.42 

71.50 

Dee 

7295 

7297 


77.43 

76.15 

75.15 
7282 
7140 
71.60 
7225 


LtVfe HOPS 30.000 to; centa/ibe 


7297 

74.60 

74.50 

7240 

71.03 

71.42 

7225 


Apr 1 
Jun I 
Jul 1 
Aug 


Close Previous Hlgh/Low 


S2J2 

52.75 

52.90 

49.87 

5005 

50.30 

47.12 

47.12 

47.45 

50.85 

50.70 

61.15 

61.15 

5107 

61.15 

4950 

49.45 

«8.5S 

4490 

44.65 

4400 

4490 

44-80 

0 


5207 

49.55 

47.00 

50 65 

51 00 
4830 
44.60 
0 


POHW BELLIES 40.000 toe; ceptsflb 


A 






Ctoae 

Prevtoua 

Hlgh/Low 



Feb 

Mar 

May 

Jul 

Aug 

66 25 
65J7 

6SSS 
, 64.82 
6200 

6445 

63.45 

83 ST 
82.70 
8090 

66.45 

85.45 

85J7 

84.70 

6290 

84.00 

63.20 

63.40 

62.80 

81 JQ 

4 
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FINANCIAL TIMES TUESDAY 


NOVEMBER 6 1990 


LONDON STOCK EXCHANGE 




W, 


Shares move higher but trading thin 


FINANCIAL TIMES STOCK INDICES 


Non Non New OB 

a 2 i st 


Yaw WO 

Age Mgfi Low 


A PROMISING start was mart* 

ywter&y to wErtcoufi K 

ftfflflult week for the OK 
graty market Helped by stef- 
bag, which re maine d stesiivSn 

sptte of 

Pj|c®S, US equities 
readily to ftngg 

5hif P 25T ance on WaU 
S&wt, which maintained its 

buoyancy m early dealings S 
the new session. 

^^^ng vohunes were thin, 
however, as the market brami 

Sf^iSSS ents ***** “ **» week 
in almost every area of its cur- 

2*»?K n,a ’. to&nntog with 
voting today m the US mid- 

S^^ ngr ^ sio, J? 1 state 
elect ions. O verhanging all 
other factors is the crisis in the 
Middle East, and Urn prospects 
of suoeen tor the visit there 

gg5&L*g£gtt 

Hammerson 

letting 

boost 

PROPERTY shares were 
boosted after Hammerson 
announced it bad let a large 
part of a major City of London 
office development to National 
Power, the UK electricity gen- 
erator. Hammerson “A", which 
went ex-dividend, closed 13% 
higher at 568p. 

National Power is to take 
92*500 square feet of the 155,000 
square feet of space at the S5 
Queen Victoria Street develop- 
ment, due to be completed in 
April next year. 

The news lifted the morale of 
the depressed property sector, 
and Land Securities ended 7 up 
at 510p while MEPC added 4 at 
466p. One property analyst 
said: “This announcement 
shows the City office market 
still has some life in it" But he 
added that rental values were 
weak and that ft was too early 
to talk of a recovery. 

US tax may rise 

Grand Metropolitan was 
among the poorer performers 
in the FT-SE 100 list Market- 
makers were united in blaming 
the fall of 5 to 552p on a series 
of sell orders while trading was 
quiet during the morning ses- 
sion. “It lows iik« an institur 
tion was selling quarters 
{blocks of 250,000 sharesj. 
around the market,” said, one 

ma rimtmalcflr 

Two traders also pointed to a 
Kleinwort Benson note on a 
referendum today in California 
which might result hua rise in ., 
state alcohol taxes. The xevo-. 
nue raised would contribute to 
the costs of alcohol abuse and 
other welfare agencies. 

GrandHet is . the most 
exposed of UK brewing blue 
chips to the US. with Guinness 
and AHted-Lyons coming sec- 
ond and third. Trading in these 
two seemed unaffected by the 
note. Guinness finned 3 to 716p 
and Allied added 4 at 470p. 
GrandMet was the only heavily 
traded stock of the three, with 
&9m ch a n g in g b«ndg. 

Second-half warning 

A warning by AA Foods, 
the m filing and baking group, 
that profits growth in the sec- 
ond half of this year would be 
slower undermined an early 
rally. 

The market had initially 
focused oh a 19 per cent rise in 
interim profits to £13 2 . 8m , with 
the shares rallying 6 to 392p. 
But later they slipped back to 
close unchanged at 388p after 


Managing 
* director 
of Peek 



Actto wt DttsBng States 
*Bnt DsaBagt; “ 

_ 00 73 m»5 now a 

ft **- - — UMIriin 

_ rw. 
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maintaining cohesion within 
the ranks opposed to Iraq. 

Domestically, political 
nerves steadied a little as 
senior ministers in Mrs 
Thatcher’s government rallied 
to her defence against the 
political implications of last 
week’s unexpected resignation 
of Sir Geoffrey Howe as deputy 

S rime minister. Mr Douglas 
urd, the UK Foreign Secre- 
tary, yesterday mwd ? a strong 
defence of ttn> r European 
before the Confederation of 

the group said its second-half 
results would be affected by 
the trend in UK interest rates 
and the movement of the Aus- 
tralian dollar. 

Mr David Lang of Henderson 
Crosthwaite said the results 
were better than expected but 
added that the warning of 
slower second-half profits 
growth bad provided “a sting 
In the tail". 

Most analysts left their foil 
year forecasts unchanged, 
although with nearly half of 
A.B. Foods' profits coming 
from investment income, 
changes in money market rates 
could easily alter the estimates 
by £5m to £10m. Henderson 
Crosthwaite left its foil year 
forecast at £3i2.5m, while 
Smith New Court was 
unchanged at £30Sm. 

Thorn dimmer 

Thom EMI lost same of its 
brightness alter the market 
reacted to a cut in forecasts. 
Broker BZW downgraded its 
profits estimate for the year 
ending March 1991 by £15m to 
£305m and the shares shed 3 to 
594p. 

BZW said it expected the 
interim results, scheduled for 
announcement next week, to 
be about £13m down on. the 
same period last year, with the 
li ghting division and the retail 
side both being affected by 
t n »dr pg conditions. 

Hoare Govett also shaved its 
Thorn figures. It cited difficult 
exchange rate conditions, the 
pressure that the fan in con* 
sumer spending will impose on 
the music side of the group 
and difficulties for the lighting 
division. 

US buying helped Reuters 
raHySfrto&Kp. T u r nover was 
a heavy -OSm .shares. Traders 
added 1 that -the proposed - 
merger of BSB and Sky would 
reduce the tifcalihood that the 
latter's owner. News Interna- 
tional, would sell same of its 
Reuters bolding to reduce debt 
Glaxo continued to benefit 
from last week’s good press on 
new products and added 9 at 
767p. 

ECC Group was one of few 
Alpha stocks to move against 
the trend, losing 6 to 313p. 
Traders said apprehensions 
aver the animal results, duo on 
November 20, are causing the 
shares to behave erratically in 
relatively thin trading. Ana- 
lysts expect the group to reveal 
sharply lower profits but they 


British Industry conference. 

On Thursday, the conserva- 
tive vote Is expected to take 
another hammering at Bootle, 
the first of two pending, by- 
elections and at which govern- 
ment ganrfMfltpq are likely to 
face electoral unpopularity. 

Also due on Thursday is the 
UK government’s key autumn 
statement, detailing spending 
plans tor the coming financial 
year and its forecast for the 
amnestic economy. 

With Wall Street firm in 
I^ndon trading hours, showing 
a gain of 3.47 Do w points, Lon- 
don fin i sh e d at virtually the 
best of the day, 19.4 up at 
2,050.1. The first advance came 
in early trading, but was 
trimmed later when London 
rested on its oars waiting for 
New York to open. 

However, turnover In equi- 
ties was dismal , with the day’s 

FT-A All-Sham fndsx 
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are deeply divided In their esti- 
mates, which range from £98m 
to £l25m. Last year ECC made 
profits of £150.6m. 

Mariey was a better perform- 
ing stock, supported by a 
County NatWest buy recom- 
mendation. Sector researchers 
at the investment bank 
stressed they were not buyers 
of b uilding shares, 

but were bulls of good stocks 
heavily dependent on housing 
whose share prices have 
smashed out of sight. “Li other 
words we are massive bulls of 
Mariey at these levels,” they 
said. The shares ended 3 higher 
at 90p- 

Consideration of the benefits 
arising from the sale of its 15 
per cent . stake in Tilbury, 
atmmmced- after the. dose of 
business on Friday, put Lilley 
up 4 to 49p. The UK construc- 
tion group sold the 3.04m 
shares of Tilbury to Philip 
Holzmann, a leading German 
constructor, which now owns 
29 per cent of Tilbury. Mild bid 
speculation nudged Tilbury 
shares higher to 530p. 

An early finny of activity in 
fames Crosby, the north of 
England housebuilder, led to 
the company annnw wring that 
it was in talks which may lead 
to a takeover offer. 

Speculation centred an two 
publicly quoted companies and 
a private concern. Crosby 
shares rose to 95p before clos- 
ing 23 up on the session at 90p. 
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APPOINTMENTS 


Mr Alan StanfflW JfegJgJ 
has been appoint®® group 
MMgteg director 
Abingdon. He was a 
Schroder Ventures. Mr 
Bfidjad Perry has rrttoed fr^ 
tMtaard to concentra te on 
his investment banking. 

■ Mr Jbn Ainsworth, a 
tarn appointed to ae boards 

Of Australian ndning 


Beevers, oi oroi 

Sod, a division 


of Wise Speke 


& Co, has been appointed to 
the board of Gwana 

Consolidfffad- 

■ Hr NldKflasMJ. Pearce 
lias been appointed to the 
hoard of PEARCE 
MAINTENANCE, part of 
Pearce Signs Group. He is 

executive. Mr Pearce is the 
seventh generation of Pearce 
in the group. 

■ AKELBR HOLDINGS. Leeds, 
has appointed Mr Alan Davies 
to head its new waste 
manag ement division. 

■ THE DAIW A BANK has 
appointed Mr Martin Hooffi. 
as deputy general m a n ag er . 
London branch. He was with 

BNP London, man agin g 
foreign exchange and treasury 
operations. 

■ Sir Aftm Talfan Davies has 
been appointed chairman of 
the BANK OF WALES from 
the end of January. He 
succeeds Viscount TOnypandy 
who. as Mr George Thomas, 
was Speaker of the House of 
Commons between 1976 and 
1983. In 1972 Viscount 

foj^to^r^^raftbebank, 
now 75 per cent owned by the 
Bank of Scotland, but had to 
relinquish the appointment 
two years later on being made 
depifty speaker. Sir AJun is 
deputy chairman of the bank. 

■ MACDONALD & MUIR 
which makes Glenmorangie, 
has promoted Mr Malcolm 
Todd from UK brands 


Seaq trading total or 306 An 
shares around 25 per cent 
down on Friday's figure, which 
was itself regarded as unim- 
pressive. Daily retail, or cus- 
tomer-driven business, on the 
UK stock exchange continues 
to give cause for concern. 

The Stock Exchange yester- 
day debated proposals for rem- 
edying the serious illiquidity in 
market trading in many small 
company shares. More than 
100, out of the 1,200 to 1500 
small company stocks quoted, 
have only one marketmaker, 
price quotations by market- 
makers are the key to the Lon- 
don market system, and some 
in the market favour an order- 
driven system for m»n com- 
pany 

Although the UK market 
remained very cautious yester- 
day, there were signs of return- 
ing confidence in the medftun- 

Nervousness about the forth- 
coming duopoly review 
prompted a broker's change of 
heart towards British Telecom. 
The stock fell 4 to 255p on 
above average volume of &2m. 
James Capel moved Its stance 
from hold to sell, saying that it 
expected the review to be more 
radical than previously 
thought It said that the more 
changes there were the more 
BT would suffer. Its altered 
recommendation also affected 
Cable and Wireless, which rose 
14 to 4i8p as investors 
switched into the stock. 

Speculation that Kleinwort 
Benson bad changed its stance 
on British Steel prompted a 
decline of 1% to 121% p on 
turnover of 4.7m. Kleinwort 
analyst Mr Colin Fell said: "We 
have made some comments on 
British Steel today”, but he 
declined to give details. 

American selling drove 
Rolls-Royce down 4% to 160 %p 
on trading volume of 6 Jim after 
speculation that Goldman- 
Sachs had removed the com- 
pany from its list of key buy 
recommendations. Goldman 
did not ornament. 

B fwnlH the «*baip H)amifas 

turer, fell sharply after 
announcing a 47 per cent drop 
in profits for the six months to 
the end of September. The 
shares dosed 26 down at 57p. 

Davies & Metcalfe, the engi- 
neering concern, rose 9 to 230p. 
After the market closed the 
company announced that it 
may be a candidate fix’ a bid by 
a subsidiary of Thyssen Indus- 
trie. 

Davy Corporation, the UK 
engineering contractor, fell 9 to 
76p following adverse press 
comment «™i conti nuing wor- 
ries about two of its contracts. 
Siebe strengthened its recent 
bounce and picked up 8.to 28lp 
as the market continued to 
view the stock as oversold. 

Ratnexs fell 8 to 19lp after 
one of its suppliers. Abbey- 
crest, issued a profits warning. 
Dixons was unchanged at 140p 
after Kleinwort Benson low- 
ered its current year profit 
forecast to £52.6m from £60m 
and next year to £65m from 
£80m. 

Royal Insurance eased 8 to 
362p after County NatWest 
reduced its dividend forecast 
for this year to 26p from 27p, 
and to 27 ’Ap from 29p for next 
year. 

Awaiting today's interim fig- 
ures from Bechem Environ- 
mental Services, the stock was 
helped by a County NatWest 
assessment of the waste man- 
agement sector. 

County's WM index has 
underperformed by 15 per cent 
over the past three months 
and, consequently, the pre- 
mium ratings of many stocks 
have been significantly eroded. 
County does not anticipate any 


controller to marketing 
director. He succeeds Mr Ian 
Buxton who is leaving at the 
end of the year to set up Ids 
own marketing consultancy. 

Be will continue to advise 
Macdonald & Muir. 

■ Mr Robert Collier has been 
appointed senior vice president 
of strategic marketing for 
London-based 
ZNTER-CONTZNENTAL 
HOTELS GROUP. He was 
senior vice president and 
director of marketing at ITT 
Sheraton. 

■ VISCOUNT CATERING 
GROUP. Sheffield, has 

appointed Mr David 
Hargreaves as chairman. He 
was chairman of Hestair. 

Mr Malcolm Snowball 
becomes operations director. 

He was technical director erf 
ILK. Electric Group. 

Mr Nicholas Moy, deputy 
pianwg in g director of Granvi&e 
& Co, has been made a 
pan- ex ec u tive director. 

■ UNIT TRUST ASSOCIATION 
has appointed Mr Philip 
Warland to the new post of 
director general from January 
i He is a deputy general 

manager at Standard 
Chartered Bank. 

■ TUNGUM HYDRAULICS, 
Cheltenham, has appointed 
Mr Tim Clark as marketing 

director. He was business 
development manager, 

industrial bearings division. 

The Glacier Metal Co. 

■ Captain Colin Barnes, 


term outlook. Mr Roger Bootle. 

chief economist at Midland 
Montagu, told charts that UK 
interest rates will foil sharply, 
reinforcing his forecast that 
base rates will drop to 12 per 
cent by the end of January and 
to a low point of U per cent 
later next year. 

S.G. Warburg, commenting 
that everything now depends 
on the currency and that ster- 
ling “need not fall much fur- 
ther," says that base rates at 13 
per cent by the year end is stfll 
a plausible assumption. 
Nomura Research Institute, 
however, takes a slightly more 
cautious view. Chris DiUow at 
Nomura says that investors 
should not be disappointed if 
Interest rates are not cut soon 
since the longer they remain at 
14 per cent the greater the 
scope for “larger Interest rate 
cuts later". 


unpleasant surprises from 
Rechem, the company having 
signposted short-term prob- 
lems. Weaker mid-term profits 
are expected to be followed by 
a much stronger second half. 
Rechem advanced 10 to 478p. 

A report that the Depart- 
ment of Trade and Industry 
could be asked to investigate 
the affairs of Eurocopy, follow- 
ing customer complaints over 
its sales practices, exerted 
fresh pressure on the shares 
and they fell 12 to 164p. 

In reply to the report, chair- 
pian arid manag in g director Mr 
Cyril Gay said: “There is no 
reason whatsoever to make a 
public statement other than 
those made last month.” The 
company then mislead- 

ing press comment for forther 
complaints stemming from the 
misconception that contracts 
entered into by customers were 
unduly expensive. 

Abbeycrest, the jewellery 
designer and distributor, 
dropped 33 to 98p after warning 
of a profits shortfall because it 
will not achieve the levels <rf 
business originally anticipated. 
However, the final dividend 
will be maintained. 

Thomas a manufac- 

turer of ri/wnpfiHr_ fixtures, also 
promised to b ol d the final divi- 
dend, although it forecast a 
second-half loss owing to weak 
demand in the UK- The shares 
dipped to 4Sp before rallying to 
end 3 off on balance at 48p. 

On a brighter note, news of 
interim profits some 51 per 
cent up an tiie previous year 
lifted Betterware Consumer 
Products 5 to 134p. Belea- 


Om WW >*»CT KL35 core BO-26 80-24 80.11 MIC 8420 74,13 

g/1> (30/4) 

IM MHMt 5*45 83.13 8*07 6*05 6*82 5s3l Sit 83.80 

tan) (30/4) 

Odfeery SW issi.l 1570.7 1572.1 159&B is75J 17*70 1K84 1S10.4 

tan) (34/9) 

goumum ' mi ma irtTs im mS 5«S ms 1S2" 

(fig) fiSM 

FT-«E 100 Sbara 5*30.1 30207 2C2fiJ) 20503 203X9 21ffl.fi 2463.7 iSSST 

Cto) (SM/Bl. 

FT-SE Euratncfc tos 977.14 87833 370.06* 69004 884.93 


(MhwySMM 
QflUHM 
FT-SE 100 Stow* 


SJnca CorepBaflon 

H^> LOW 

127/4 *£VT 

mm cliffs) 

i«4 SoS 

can 1/471 tsnos) 

tgwgjl <28/8/40) 
734.7 53 

ti5/2m resno/7i) 
24607 5iS3 

g/1/901 g 3/7784? 


Or* 0*W. View *85 *03 608 601 *07 4.73 8uh lOSflut StM 150008 SMfltt iSafiOMW 

Eamtna VM KiOuR) 1061 12.68 12.67 12.52 1 2JBS 11,98 i/TSS.aMaMizna&Mi10«0FT6E100 3V1U1 

p/E RaHoPMMto aer ose *58 omb ssa io.b* « hum »«*iwn a m 


SEAO B*rfli» 4 ^ 5 pm 17 , 62 * 20,982 19.459 20568 18.839 26.811 


Equity Tumoiwr(£m)f 
Equity Barsalnxt 
ShVMTi«M(inl|t 


63230 653.12 809^8 67183 874.99 

20252 17^75 18.169 16,565 20.313 

352.4 34SS 412.7 3325 3020 


OreOnary Stun Mu. Hourly changra Day's High 15823 Day's Low 1S73.fi 


GILT EDGED ACTIVITY 

indices* Nov 2 Nov 1 


Gilt Edged 
Bargains 


111.8 119.9 


Open 9am I positi lli am I2pml M pm { 2pm 3pm I 1 4pm I —r “ ” 

1 S 73.0 158211 1 15801 1 | 1576 lB) I 1 S 73.7 15746 } ) 15705 } J 1577,3 15700 5 -Day avarso® 114.9 115 £ 


FT-SE, Howty diangw 


Day's High 20502 Day's Low 2D38.fi *SE Activity 1974. 

rrm rr^n rr^n rr^n itxctwting intra-market 


203QQ 203 os ao^" 20*28 2o«ao a>*o4 soSTi so*** aSsA business & Overseas turnover. 

- ’rTrr^T T wSSsiSrahiSSJ 


TRADING VOLUME IN MAJOR STOCKS 


«r 

AftQAGcrajD . 

SSS7-W 


ArgfOOrtM p — 
Aa.Bm.Fsam 

BAA 

BATind*. 

HET 


BTR 

BwAdSeoKwd- 
fiwtliys 


B«CW* 

Sn#shA>«Bp . 


B*»wr 

CM11H. 

tt&r- 

CwttsaCaaiM 
CMOVMhl- 
Canm. Un ton . 


VOuneCMag 
an An 
_ vs in 
-.zm us 

__1300 rt2 
8T2 CO 

— 6.CO SO 

33! K« 

ra z*s 

— 1,100 HD 

— 3D 386 

_2503 363 

«M 463 

^.4«0 W3 

si Sib 

1M 05 

„.xmi ws 
SB6 

Hi ten 

_2£» »C 

as nrs 

25* B3 

4tB 28 

_ UW SB 

_ 1X0 320 

£30 SSI 

474 ua 

_&B00 
._ UCO 77D 
_ anna ain 
_47on eib 
„ 4303 Si 

_ vim n 

UOO 414 

SB1 SOS 

56 220 

3U S2B 

M BM 

373 MS 

o votamiB for 


0«J1 Vokfc CKswg Djj* 

fi4^a on Pnsa (Me* 

Coast* SB 12 +1 ttPC'. 

M C oa n a m 20 306 +4 UmpOMf 

♦ lh O^Bt, 651 336 -2 WualSMnov 

*4 Drain 2400 140 MaamBOana 

♦ S ESCGfO* «W 313 -8 IUWBM~ 

-3 EnmpnMOi rra sa 43 MWaiea- 

♦ 3 no 450 . 46 *1 M 

** fane EB a r i 2 NamvtoaWanr 

nun isoo je +a MaesmFnem- 

+5 Gen .taoam. 368 40 *3 MattoaitotaHW 

*6 GanraJBaa ZSS3 153+1 ftaraon — 

-2 Osic. . 887 IS +8 P60 

♦ 5 QywM'-ia. 200 wo pi w pon 

-B Gitnwn - UOO MS 48 PniMMf 

Tl OwC UK 2300 552 —5 RHM 

♦ t GUS A 35 KM -81* BMC 

CRE V605 175 +4 RTZ 

*• GKN TT1 £22 *4 Bocal 

a C Gc na SSI TJ6 4-3 BecaJ Totecom _ 

43 Haun e ina n'A' 281 MB +0*1 RwkOi. 

41 to — S.W) WbW *3i* Badka A Ceman 

-t Kuwaiaiwas S30 JSij fiotf and, 

44 HmaCnaWl — 3*9 el *5 MHL 

*-a HnAtrStoQ. 120 376 *1 fterpra ... 

-1 laiaKam asoo 2S3 +2 BaBaRoyoa — 

+4 00 si 193 +7 Boonai* 

*2 JO 711 M3 45 Ryl Bk Scot** _ 

*3 toSK saa- — — ZS 211 41 BoMlkamDC*. 

-1 3 KtocSiSW 378 41 SIC 


458 44 SsfihSHMiaw — 

4Jb 4*2 SnW Daacnao 

2S *t a*KJSaMM«t«to. 

151 antostads. 

185 SonnMaiWaMt 


.4200 «P>2 
- 1300 577 

— 39 25*1 

. V200 an 


— ZOO M3 41 ftaraon 

as? 187 48 P6Q — 

2t0 WO P.WHBMI 

UOO MS 48 Pmaanaaf — 

2300 552 —5 RHM 

35 KM -81* BMC 

VBD5 173 44 RTZ 

HI 232 44 Bocal 

ss> ne 43 Raw Tamm 


NaWtoiea* 

urn 

— 343 

VS 

29 

43 

SoutoaraWtar- 
Sttnawa Gtond. 

79 

1.100 

Norm ytoetWsCDr tea 

2* 

-3 

tontoM 



_ 67 

3*5 

41 

totMtonca 



13 

36 

-1 

SorUta 


Pocfaon — 

. 884 

821 

412 

T8N 



530 33‘1 past a 

I — 30 Cl 45 Baadl 

120 338 47 Boat 

4200 2 S 3 42 RoQB I 

231 193 47 Ream 

711 M 3 45 Rpa 

225 211 41 Rant 

-« 378 41 Sic:. 


Bob Ran 


_ in® 477 4a 71 Group 

no SB 43 150 

_ 1fl» 200 45 TMraac 

.1.100 285 —4 Ttoll*-. 

753 573 4 6 Tape* Ww*a> . 

_ 685 408 4 8 DtoCO 

.2500 W +7 Hianaa Vuar u 

„ 17 36 47 78am EMI 

44 6E7 48 TntoMVHMM. 

_. 227 1234 49 TnMNMMFOIto 

5W 940 41 unmr 

_ UOO 354 418 Itototto 

.8500 828 438 IMtoW 

. 6303 W>1 -* 1 * Omwd Btoatoi _ 
726 668 -13 UUNmMM 


UnaSacunttes _. 

+2 Lapona 

lagNtOaneraf 

4M UoyasABSty 

*5 UawsBac* — _ 

-1 LAfflO 

43 Unto ■ 

Laos 

4$ US Group 

moot Alpha aacurWaa 


378 41 Sit 

. fc«07 SJ2h *2h StMkXi 

..899 610 4-7 SXtoui 

» 480 43 ScaMhiftoK 

_8U 350 Ssan : 

_ 10* 312 41 SaduMdi 

.1.400 295 43 Gavgrn Trwil Vfttor _ 


1.400 295 43 SKWWHTfwJWI 

208 443 41 Sana Transport : 

_ 2200 IB 42 Stoto 

974 1W 4-8 StougftEna 

630 ISO -2 So** [WJt) A . 

dull through thm 8EAO ayatam : 


598 -13 IMNnman.- 
143 43 Mtoar Pactoga Uto. 

362 -8 WACOM 

288 44 WSiWtor 

v dtonttor 

308 43 maraw ‘A* 

358 42 WnotoaTcapa __ 

89 41 murnmudot. 

2U HOto Cartoon 

tor -2 mnvBt 

450 46 TatsMv tutor — 
291 48 
2T8 +1 
>01 -8 
UMB Aanpm. 


. UU> 128 48 

. IjWi SB 41 

_ 387 258 -I 

„ 5M 210-3 
. ucn 231 44 
.IB 2M 44 
— 578 994 —3 

6*5 178 44 

.1.400 254 44 
. T.7D0 313 - 1 

H 283 43 

.toon MQ -3 
u 9U M 41 
„ 473 307 

iCM -7 

_ 428 464 44 

SB 257 -3 

R 2ffl 

.1,100 +1% 
_ 8SJ W1 42 
_« BT 42 
. 2JXn 224 '1 
„ 148 201 48 

73 226 -5 


gnered Erakine House, the pho- 
tocopying concern, recovered 4 
to 39p. 

All parties concerned with 
the proposed merger of BSB 
and sky Television saw fogir 
shares rise. Granada, Pearson 
and Reed International, which, 
with Cbaxgeurs, of France, are 
the main stakeholders in BSB, 
climbed 9 to 16 6p, 12 to 62lp 
and 14 to 354p respectively. All 
three ended well below their 
peaks for the day. 

News International, the UK- 
quoted arm of News Corpora- 
tion, the Australian media 
mtiltmatinmn] which Owns Sky, 
jumped 24 to 125p. 

Amst red, the main supplier 


of Sky satelli te flishgg, which 
are expected to take over from 
the BSB's Squarials. rose 5 to 

60p. 

British Petroleum and Shell 
Transport rose ahead of third 
quarter figures due on Thurs- 
day. BP added S at 340p and 
Shell climbed 6 to 450p. Ultra- 
mar eased a penny to 3I5p on 
frfliir of a tightening of Califor- 
nian environmental legislation. 

Water shares slipped against 
the market trend, with several 
explanations provided. Top off 
the list was political anxiety; 
the weekend’s differences in 
the Conservative Party 
increased the uncertainty of 
future ownership of the water 


companies. The opposition 
Labour Party has said it might 
return them to public control. 

Some analysts also 
suggested that institutions 
would reduce their weightings 
in the utilities sector in prepa- 
ration for the privatisation, of 
electricity. Others said this 
was unlikely, given that many 
institutions feel they are still 
underweight in water stocks. 
Yorkshire lost 5 to 226p, Welsh 
shed 3 to 237p and Anglian 
slipped 3 to 224p. 

■ Other Market statistics, 
incl uding the FT-Actuaries 
share index. Page 23 
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CORPORATION LOANS 


director of flight crew and 
chief pilot, has been appointed 
a non-executive director of 
BRITISH AIRWAYS, and 
chairman of the air safety 
review committee from April 
1, when Captain Jack Jessop 
retires from the board. 

Captain Jock Lowe, chief 
pilot of Concorde, TriStar and 
DC10 aircraft fieets, becomes 
director of flight crew and 
chief pilot from April L 

O Mr Robert Atwood has 
become group financial 
director and company 
secretary of MID KENT 
HOLDINGS, parent company 
of Mid Kent Water, and Mid 
Kent gfjpntffif; Holdings. 

U Evans Medical, part of 
MEDEVA, has appointed Mr 
Michael J. Harvey as 
operations director. He was 
director of manufacturing, 
CeUtech. 

■ BELLWAY has appointed 
Mr Peter Burnett as managing 
director of Bell way Homes 
(West Midlands). He was 
manag in g director. Sterling 
Homes (Midlands), and 
succeeds Mr Boy Bayfield who 
becomes managing director 

of new subsidiary Bellway 
Estates. 

■ GENERAL ACCIDENT FIRE 
AND LIFE ASSURANCE 
CORPORATION, Perth, has 
appointed Mr Russell Evans 
as assistant general manager, 
responsible for corporate 
planning. He was general 
manager-Asia, based in New 
Zealand. 
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CURRENCIES, MONEY AND CAPITAL MARKETS 
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FOREIGN EXCHANGES 

Dollar hits record D-Mark low 


FINANCIAL FUTURES AND OPTIONS 
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THE DOLLAR fell to a record 
low against the D-Mark yester- 
depressed by Interest rate 
differentials and the weakness 
of the US economy. It also 
touched the lowest level 
against the Japanese yen since 
February 1989 and fell below 
FF5.Q0 in terms of the French 
franc for the first time since 
April 1981. 

Eurodollar interest rates are 
already below corresponding 
rates for D-Marks and yen after 
the US Federal Reserve 
appeared to cut its target rate 
for Federal funds by V* point to 
7% per cent at the end of last 
month. Last week the German 
Bundesbank increased its Lom- 
bard rate - the facility used by 
commercial banks to borrow 
from the authorities - by *A 
point to 8'A per cent and at the 
end of August the Bank of 
Japan raised its discount rate 
by % point to 6 per cent 

Yesterday the Fed added 
reserves to the New York 
banking system, when Federal 
funds were trading at 7% per 
cent This tended to confirm 
the lower target rate, but some 
dealers believe that the weak- 
ness of the economy will 
encourage the Federal Open 
Market Committee to cut the 
Fed funds target rate again 
when it meets on November 13. 

At the finish of trading in 
London the dollar had fallen to 


a record closing low of 
DM1.4860 from DM1.5020. It 
also declined to Y 126. 75 from 
Y128.60; to FFr4.9850 from 
FFr5.0425; and to SFrl-2505 
from SFrl.2705- The dollar's 
index fell to 60.0 from 60-5- 

Sterling remained the weak- 
est currency in the exchange 
rate mechanism of the Euro- 
pean Monetary System. The 
pound continued to suffer from 
political uncertainty, following 
last week's resignation of Sir 
Geoffrey Howe, the UK deputy 
prime minister, and from spec- 
ulation about lower interest 
rates. 

Last week the Confederation 
of British Industry warned that 
the UK economy is in reces- 
sion, and yesterday's data on 
retail sales was farther evi- 
dence of a sluggish perfor- 
mance. In the three months to 
September retail sales fell 0.7 
per cent from the previous 
quarter. 


Trading on London's finan- 
cial futures market suggested 
that the market believes the 
UK Government's apparent 
unpopularity in opinion polls 
and the fear of recession will 
lead to lower interest rates 
despite Britain’s relatively 
high inflation and the weak- 
ness of the pound in the ERM. 
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At last night’s close sterling 
had fallen to DM2.9275 from 
DM2.9300, the lowest level 
since the pound became a full 
member of the EMS on October 
8. It had also declined to 
FFr9.8225 from FFr9.8375; to 
SFr2.4650 from SFr2.4775; and 
to Y249.75 from Y25I.O0. On the 
other band sterling gained 1.95 
cents to $1.9705 against the dol- 
lar. helping push the pound’s 
index up 0.1 to SL3. 

The French franc held 
steady in the ERM despite a 
narrowing of rate differentials 
between Paris and Frankfurt 
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MONEY MARKETS 


Futures point to cut 


FT LONDON INTERBANK FIXING 
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PRICES OF short sterling 
futures rose sharply on 
renewed speculation that 
another cut in UK bank base 
rates is likely In the near 
filture. On Liffe the December 
contract discounted base rates 
of 13 per cent by delivery on 
December 19. 

This was despite the fact 
that the pound remained at the 
bottom of tbe EMS exchange 
rate mechanism and below its 
central rate against the 
D-Mark. 

Last week the UK Treasury 
warned that interest rates will 
not be cut until it is safe to do 
so, prompting tbe comment 
that if official statements are 


of £ 600 m on the money market 
and provided assistance of 
£506m. 


Tfe Hmiq jr the RrtuMic oxma muted u tfe NVt* eia-taxmntft. of tfe Md art tdtecd rats lur SUkn 
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Bant. Sate of Totyo. Omasa* Baa k. Banp» Nattaol dt Part! art «to#a Guaranty Turn. 


UK Gfewteg bank base landtag rate 
14 per cent 
from October 8, 1998 


to be believed, December short 
sterling should be sold and 
that a reasonable level on this 
basis would be around 86.66. 

The contract opened little 
changed at 86-81, rising to a 
peak of 87.08, before closing at 
87.04 compared with 86.82 
previously. 

On the cash market 
three-month sterling interbank 
fell to 13‘/«-13& from 13V«-13% 
per cent, while 12 -month 
money declined to 12% -12% 
from I2]f-12H( per cent. 

The Bank of England 
forecast a day-to-day shortage 


There was no intervention 
before lunch, but in the 
afternoon the authorities 
bought £306 m. bills by way of 
£18m Treasury bills in band 1 
at 13% per cent and £288m 
bank bills in band 1 at 13% per 
cent. Late assistance of around 
£ 200 m was also provided. 

Bills maturing in official 
hands, repayment of late 
assistance and a take-up of 
Treasury bills drained £890m. 
with exchequer transactions 
absorbing £375m. These 
outweighed a fell in the note 
circulation adding £560m to 
liquidity and bank balances 
above target of £125m. 

In Paris the Bank of France 
allocated funds to the money 
market at 9% per cent, in line 
with the % point cat in its 
official intervention rate, 
announced last Wednesday. 

In Frankfhrt call money fell 
to 8.30 from 8.425 per cent after 
the Bundesbank put funds into 
the money market at a slightly 
lower rate than on Friday. The 
central bank re-infected section 
17 money, held on behalf of 
public authorities, into the 
banking system at a rate of 
8.25 per cent rather than 
Friday’s level of &35 per cent 
At the end of last week call 
money touched the new 
Lombard emergency funding 
rate of &50 per cent 


MONEY RATES 


NEW YORK 

Lunchtime 


Treasury Bills and Bonds 


Prime rate.. 

Broke kanratr 

Ftd.hmfc 

Frt.futeat krancMfoi.- 


Oor reran* — 

Toe month 

10 TfewmonUi— . 
9*. Sbmoott. ...... 

7* One rear 

TvoiNr.. 


7.09 Tfeeeyor 

7.31 Fora rear 

734 Flrere* 

7.40 - 


— 7.82 

8.01 

.8,12 


734 1&OTOT 

7.65 JB-rera 


__a« 

834 

8.66 


N»5 


f nurture. 

P»« 

Zark*_ 


Aitetodara 

Tokyo ..... 

Milan Z 


Dotf hi. 


0vrant#t 


825435 


9V« 

7^-7% 

8 62-8.75 

w 


10&-1D4 


8.40630 

VI 




n-ix. 

9-9 lj 

U4-10A 


Twq 

Montis 


835-8.70 


10 i-l 04 


Tiara 
M oaths 


875X85 

9^.10 




10%.10>2 


Sfe 


0.70-8.90 

lD-UPi 


J04-10B 


830 

930 


LONDON MONEY RATES 


Nov 5 


Interbank Offer- 

Interbank Bid 


Sterling CO% 

al AuthaSty Decs. . 


Local __ . 

Local Authority Bon*.. 

Discount Mkt neps. 

tonpaiw Deposits 

Finance House Deposits 
Treasury Bills (Buy) ... 

Bank Bills (Buy) 

Fine Trade Bllb (Buy).'. 

SDH United Dep. Offer . 
SDR Linked Dep. Bid 
ECU Linked Dep. Offer . 
ECU Linked Dep. Bid ... 


Overnight ] 


IAS 


MS 

MS 


14S 

14 


14S 

14S 


One 

Month 


Three 

Montis 


13 S 


Sla 

Months 


13 S 
13 
13S 
13 S 


iii 


9% 


One 

Year 


13 

12 

12 

12 


il? 


800 

V 

10 A 

io S 


T t ^? 1 “rr ?"I S . tar 1 . 0 ; one-ntonth 13 S prr coot* three reontls 13A per cent: Si* months 12 S ora 
I.13JJ oer cent, throe montte 13 S per cent; Treasury Blltv 


JriJLBeiteBllls (sell): one-month 130 per cent three months 13 S per cert; Treasury Blllv 
TSSt d, * Cou « 13-0693 p.c. ECGD Fired Rata SterttaR Finance. Mate w 
SY «**» lor pwferi Noe 26.1990 to Dec &, 1990. Scheme I: 15.08 

S-^r- H -*.»»: 1532 p.c. Reference rate for period Sept 29,1990 to Oct 31 . 1990, 

**• Local Authorial an) Finance Hones seven di^ Police, others seven 
1 *** n ”- rtaartP Houses Base Hate 15 from November 1 . 1990- Bank Deposit ~ 


atmendaysoMiced 


Rates for sums 


held und er on e mogm i0 . a or, emt; aoe-three mouths 12 per cent; tnree-stx montte 12 per cent; 
slK-nlne milteU ner cent, m or- twelve months US prr cent; Unora £100.000 10S per cent 
from Oct a. 1 909 . Deposits withdrawn for cash 5 per cent. 


per cent. Certificates of Tax Deposit (£raies 61; Deposit C 1 QO.OOO and over 
mojthlO'a Per cent; one-Uireemomhs 12 per eem. (hree-slx months 12 pracenc 


Estl mated rokrac total. Calls 100 Pots 100 
Rrevtose tegr> ora W. Calls 3933 Pots 2437 


Estimated rolwne total. Calls 61® Ihrts 3822 
Pmhiuj iafi open lift Calls 73190 ftps 69919 


CHICAGO 


ILS. TREASURY BOtBS CBT) 8% 
S10MM Xfeds of 1N% 


Prev. 

84-0i 

84-23 84-23 SC- 20 64-12 

84-28 84-17 


JAPANESE YEM (DUIt 
V12JfeSpra Y1M 


Low Prev. 

91-24 92-05 

91-24 
91-10 


Dec 

M» 

Jot 

& 

NUr 

Jon 

& 

Mar 

Jm 


Latest Hick Low 

91-29 924*4 91-19 

9122 91-22 91-10 

91-06 91-08 90-28 

90-20 

90-13 90-13 9004 

89-27 
89-16 
69-06 
88-29 


Prev. 

91-30 

91-17 

914)2 

90-20 

90-07 

89-27 

89-16 

89-06 

B8-29 


Ok 

Mar 

Jot 


Latest BT3i Low 
0 7B5B 0.7861 0.7842 

0.7846 0 705 0.7838 
0.7809 0 7815 


DEUTSCHE MASK (DIM) 
BM12S.RM S per DM 


Dec 

Mar 

Jm 


Latest Hi# 

D.6694 06rf6 0.6682 

0.6677 0.6677 0 6668 
0.6660 06660 0.6660 


Ui TSEASUSY BH13 (OtlO 
Sira aohds of 1M% 


Dk 

Mar 

Jm 

Sot 

Dr 


Latest 
93 28 


93.71 

93.44 


High 

Low 


9328 

9327 

9327 

93.72 

93.69 

W 69 

9382 

93.80 

93 BO 

- 


93 71 

- 

- 

9344 


THREE-MONTH EU£HU0LLAH OBM1 
Sim ports at 106 % 


Dec 

Latest 

9253 

4§!8 

Lore 

92.11 

Free 

92.12 

Mar 

9257 

92.38 

9255 

9255 

Jot 

9255 

9255 

9253 

9251 

Sot 

42-21 

9221 

92.15 

92.1* 

Dk 

9X92 

9L92 

918; 

91.85 

Ura 

9L72 

9172 

91.69 

9X67 

Jon 

9134 

9155 

9153 

9130 

5tp 

91.42 

9X42 

9L41 

9X37 


IWES FBAHC «U) 
SFr 125, 0M S pcs SFr 


STAmun & poors 5oe duiex 

S59Q tines wdex 


Dec 

Mar 

Jot 

Sep 


Lain HI# Low Prr, 

0.7945 0 7945 1 7921 0.7922 
0.7937 0 7937 0.7915 0.7914 
0.7904 0.7920 - 0.7904 

0.7887 - - 0 7587 


Dr 

War 

Jot 


latest Hi# Low 
314 10 31430 31380 
317.X 317 X 11635 
319.85 319.70 31935 


raiASELPHU SC EA 0PTBMS 
0X250 leads per Cl) 


Strife 


Galls 



Prxe 

Hot 

Ok 

Jm 

Mar 

1.825 

D47 

13.57 

1337 

13.47 

1850 

11.07 

11.07 

1107 

1X17 

LB75 

837 

BM 

831 

922 

X900 

6.10 

6.46 

6 83 

744 

1925 

3.89 

4.64 

5.13 

591 

1950 

2.21 

3.13 

374 

465 

1975 

X05 

204 

26b 

339 

rtois say's open irt: Calls 365.274 

Pats 368 00 (All 


Mot 


002 
D 05 
017 
037 
140 
2.62 


Dr 
034 
0 45 
070 
125 
2.W 
3.02 
4.48 


Jan 
036 
0 95 
X50 
233 
3.09 
430 
4.78 


Ala 

L72 

227 

3.08 

405 

5X9 

654 

8.05 


Previous day's rolume Calls 19.588 Pots 18.655 (All arrenc«t 


U YEA* 11% MTBNAL FRENCH BOND OtATTF) FUTURES 


Drcetetr 

Mans 


Open Dose 

9830 96.18 

98 1« 96 08 -0 24 

9808 93.00 4)24 

Smmv - w - 
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TSB 14 


Ifoiteflkpft 14 

• United Bk of Konit..... 14 
Unrteif Mizrahi Bail,... 14 

Unity Trust Bak Pic 14 

Western Trust 14 


WefioacBateCorp. 14 
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PUBLIC NOTICES 



MMC INVITES EVIDENCE 
AND VIEWS ON THE 
PROPOSED ACQUISITION 

BY SUGOS SA OF SIGNET LTD. 


The Monopolies and Mergers Commission is 
Inquiring into this proposed acquisition by Slfgos. a 
company which is controlled by Credit Lyonnais, to 
determine whether or not such acquisition might 
operate against the United Kingdom public interest. 


The Commission would like to hear from those who 
have information which could help the Inquiry, and 
from those who have views on the proposed 
acquisition. Please write as soon as possible to the 
Reference Secretary (Sligos/SfgneiJ. Monopolies and 
Mergers Commission. 4S Carey Street. London 
WC2A2JT. 
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CROSSWORD 


No.7,386 Set by QUARK 



blODEN ANAGRAMS: Every Across doe contains a de finitio n 
of the answer and an anagram hidden in the text. Definition 
and letters of the anagram do not overlap. Down does are 
normal. 


LEGAL NOTICES 


M THE lUTTERS OP 
HOUSE OP SHUTTERS 


M TW MATTER OP THE MSOLVENCY ACT 


NOTICE IS HEREBY GIVEN OTai 4ta Creators 
al tfw above nanrad company. wtHcfi la being 
wofuntarlly wound up. are required on or 
before the *4U dey or December, i960 to 
■end In tnotr full dtrUlen and tumdmes, 
Bietr lilJiimt and oaecrtpUane, full perac- 
utara or netr debt* or diems, end Uo names 
end oddreoees at OTelr sollellors (11 snyl Io 
Iho undersigned SURJTT KUMAR SlNGLA. 
FCA c* SINOLA A COMPANY Chattered 
Accountant*. 48 Queen Victoria Street Lon- 
don EC4N 4SA, OTe Liquidator of Uo said 
oomponv. and II ao requreed by nodeo In 
writing iron* the sold Liquidator, ore person- 
alty or oy tnelr souattom. to come tn uo 
prove dretr dobto dr d«mo at eucti Bn>e and 
piece es a hall ba apecMed In auen nonce, or 
in detauli OTarecri they anil be excluded from 
Hie benem ot any dlsrelbutlon made eetora 
aueh debts ere proved. 


DATED ma TBdi day M October 1890 


8 K SfNOLA 
llquH t etoT. 


A S MOUHTTORO UMITED 


Heol S to red number 1786790 

Matore u business' Qerape proprietors 

Trade classincatton; 18 

Date of appointment of administrative 

reocHver(a|. 24 October 1880 

Nome c( person eppowirino fee edmfritetra- 

Hve ra cel»ar (al. National Wsatmbiusr Sank 

Pfc 

N j Vooghi and J M Ir ed dfe 

Joint Admlnlafratlve Receivers 

lofltoe bolder nols) G339 0 2104) of Orchard 

House 

10 AMon Place 
Maldatono 
Kent ME 14 502 


PERSONAL 


AUTHORS Your book published, details: FT, 

Excallbur Press or London. 13 Knkms- 

brldge Green. London 0WtX TQU 


ACfiOSS 

1 Used to check fuel it picks 
derv (8) 

S The business to be covered 
had a genuine urgency (6) 

10 If slaked, thirst is associated 
with a drink (5) 

11 Here, no dictionary is so 
profound (9) 

12 Depict some ozone as a com- 
pound (9) 

13 Baulk (by a horse). See 
trauma produced (5) 

14 Wait and net at least one 
fish (6) 

15 Excitable dervish will give & 
speech, for example (7) 

18 To cover in a mist what was 
once dull (7) 

20 The Queen could be in this 
cape, a lady-in-waiting says 
( 6 ) 

22 Near a ring (5) 

24 If she can run it indicates 
the light to vote (9) 

25 The old tin-can means beg- 
ging Is taking place (9) 

26 Mental picture of a team 
given by description <5) 

27 A smaller dividend? 
Receiver sees it as nonsense 

28 The royal personage has 
access in private (8) 

DOWN 

1 Being fed up with one to 
cause disfigurement (61 

2 Quiet newspaper - dull 1 
see, involving everyday 
business (9) 


3 The cabby could deceive one 
(4A3.i,4> 

4 Secured, the passage and 
passed it on (7) 

6 A lot of people get cross 
when this takes place (7jg) 

7 Feature about one row (6) 

8 Drink for a politician is 
dependent on chance (8) 

9 ft can provide finish for a 
long speech (6) 


18 Try to prevent complaint (9) 


17 Brought to a standstill, 
the main (8) 

19 Provide money when frayed, 
torn (6) 

20 Pot could be a settler? ( 7 ) 

21 Holiday spin but losing start 
(6) 

23 World-weariness among out- 
spoken nuisances (5) 
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NEW YORK 

DOW JONES Now. NO*. Now. OA 


8 923 BUM 88 84 BUB 
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PROPERTY FINANCE & INVESTMENT 

The Financial Tunes proposes to publish this survey on: 

23 NOVEMBER 1990 

For a foil editorial synopsis and advcffti«aiiml detafls, please 
contact: 

EDWARD BATT 

oa 071-073 4196 

at write to him at: 

Number One 
Southwark Bridge 
London 

SE 1 9 HL 


FINANCIAL TIMES 


distribution 

SERVICES 


The FT 
survey on 
be of spec 



be or special interest to the thousands 
of FT readers who are directors and 
with decision making res- 


freight and insurance. If you want 
to reach this important uteU 
Neville Woodcock . on 071 873 3365 
or fax on 071 873 3062. 


FT SURVEYS 


DooilmaBllaa 



tit 




Have you booked your holidays yet? 

There are many to choose from in 
the WEEKEND FT every 
Saturday. 

Make sure of vour copy today. 


BSSaSKSSSSSB 


DeatapsepenJoi. 
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NEW YORK STOCK EXCHANGE COMPOSITE PRICES 
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Oil price drop helps to 
raise Dow above 2,500 


Wall Street 


PLUNGING on prices and spec- 
ulation that US interest Tates 
will move lower helped Wall 
Street to gain further ground 
yesterday, writes Karen Zagor 
in New York. 

The Dow Jones Industrial 
Average managed to break 
through the 2,500 barrier to 
end 11.39 higher at 2,502.23 
amid New York SE volume of 
147.5m shares. A round of sell- 
ing started at mid-day and 
dragged the Dow back from an 
early rise above 2,500, but it 
regained the upward momen- 
tum in the afternoon. On Fri- 
day the Dow advanced 35 
points. Yesterday afternoon’s 
gains were broadly based, with 
advancing issues ipariing falls 
by 1,027 to 543 and the Stan- 
dard & Poor’s 500 adding 0.47 at 
90.45. 

Stock prices were bolstered 
by a drop in oil futures. In late 
trading the December crude oil 
contract fell $2.04 a barrel to 
$31.96. 

The stock market followed 
bonds higher yesterday after- 
noon. The Treasury’s 
bellwether 30-year bond moved 
sharply ahead, gaining g. Trad- 
ers were bullish about the 
prospect of further easing in 
monetary policy, following last 
week’s economic data which 
underscored the weakness in 
the US economy. 

Bank and thrift issues set 


the pace of trading in the 
morning as traders continued 
to concentrate on sectors that 
would benefit from lower inter- 
est rates. BankAmerica gained 
$1% to $21% in heavy trading 
and MNC Financial added $% 
at $4%. 

Manufacturers Hanover 
advanced $1 to $18%, Chase 
Manhattan improved $'/« to 
$10% and JP Morgan rose $1 to 
$40%. Citicorp shed $% to 
$12%. The company’s debt rat- 
ing was downgraded yesterday 
morning by Standard & Poor’s. 

A number of California 
thrifts were particularly 
strong. HomeFed added $% at 
$5% and Great Western Finan- 
cial rose $1 to $10%. 

Among the day’s most active 
stocks. Federal National Mort- 
gage Association (Fannie Mae) 
was up $% at $30%, Southern 
Company slipped $% to $26% 
and Philip Morris rose $1 to 
$49%. 

Wootworth climbed $1% to 
$27%. The company is expected 
to release its third quarter 
results on November 14. Anar 
lysts expect earnings of 
between 68 and 61 cents a 
share, compared with 54 cents 
in 1966. 

Neiman Marcus weakened 
$1% to $12% after General Cin- 
ema withdrew its $14 a share 
bid for Neiman Marcus’s out- 
standing shares. General Cin- 
ema hardened $% to $18%. 

Gains were pronounced in 
the secondary market, with the 


EUROPE 


Muted Dutch reaction to 
insurance/banking merger 


A QUIET day left bourses 
mostly mixed to lower last 
night, writes Our Markets 
Staff. 

AMSTERDAM gave a muted 
response to the proposed 
merger between NatNed, the 
insurer, and NMB Postbank. 
The CBS Tendency index 
closed 0.1 lower at 916. 

NatNed and NMB were both 
suspended at Friday’s dosing 
prices of FI 53.60 and F137.60 
respectively. Mr Jonathan 
Walker at Baring Securities 
said that the terms of the 
merger on first sight suggested 
that there could be a 25 per 
cent appreciation in NMB 
shares when they were re- 
quoted, while NatNed shares 
could fall back in the short 
term. 

Pakhoed, the transport and 
storage company, which said it 
now held over 58 per cent of 
the non-voting stock in Fur- 
ness, a stevedore company, 
eased 10 cents to FI 198.40. Pak- 
hoed, which is seeking full con- 
trol of Furness, bought a 15 per 
cent stake held by Fidelity 
Investments, the US invest- 
ment company, and an unspe- 
cified number of shares from 
other institutional investors. 

Unilever was 20 cents 
weaker at FI 146.10 before its 
third q uarter re sults on Friday. 

FRANKFURT moved some 
prices around, but volume was 
minimal, falling from DM3.5bn 
to DM3bn; and the price 
moves, once again, left the 
market indices with little 
change on the day. The FAZ 
index rose 1.68 to 617.56 at mid- 
session and the DAX, at one 
stage, was nearly 15 points 
higher at 1,429.29; however, it 
closed just above its low for 
the day at 1,414.95, up 0.63. 

Carmakers, on balance, fell 
as the dollar hit yet another 
low against the D-Mark; Volks- 
wagen closed DM6 lower at 
DM350.50, itself another low for 
the year. The “big three” 


chemicals, BASF, Bayer and 
Hoechst, were easier, too. 

Banks are not affected by the 
lower dollar, and they are not 
cyclical in the name way as 
carmakers and chemicals, 
noted Mr Jens Wrecking of 
Merck Finch in Dfisseldorf. but 
they are faring a squeeze on 
commission income and higher 
costs, and continued to decline 
yesterday. 

Deutsche Bank fen DMA50 to 
DM582.50. Its downgrading in 
UK brokers’ lists from “buy" to 
“hold” leaves Sto mptjs as the 
only one of the “big four” 
international institutional 
stocks - the others being 
Allianz and Daimler — in the 
“buy” category. Siemens rose 
DM5.50 to DM59450 yesterday, 
up DM850 or 1.4 per cent over 
two days in which the market 
moved 05 per cent lower. 

PARIS remained preoccupied 
with Gulf uncertainties and 
had another quiet day, with 
turnover again failing to reach 
FFrlbn by the official close. 
The CAC 40 index dropped 
14.23 to 1.62057 in trading 
worth about FFriXJQm. 

Among the more active 
stocks, Peugeot dropped 
FFr1250 to FFr490.40 in vol- 
ume of 101,650 shares. There 
was an unfounded rumour that 
an investment bank had down- 
graded its earnings estimate 
for the carmaker. Michelin, the 
tyre maker, also fell in rela- 
tively busy trade, losing 
FFr350 to FFr64.60 with 116^60 
shares exchanged. 

Eurotunnel dropped bubHibt 
FF rl.40 or 3 per cent to 
FFr43.05 in active trading of 
805.000 shares; the stock lost 
8.4 per cent on Friday after the 
company announced a deeply 
discounted price for its rights 
issue. 

Chargeurs, one of the four 
main shareholders in British 
Satellite Broadcasting, gained 
FFr34 or 4.4 per cent to FFr813 
on 40,250 shares, after the 


weekend’s news that the BSB 
satellite network is to be 
merged with that of Sky Tele- 
vision. 

MILAN slipped to a low tat 
the year in slug gish trading as 
yet another speculative story 
evaporated. The Comit index 
fell 354 to 551.75. 

Over the weekend. Fiat said 
that it had ended its talks with 
Chrysler of the US on possible 
co-operation. Fiat fell L57 to 
L6.14& Mr Stephen Rietman of 
(TBS Phillips and Drew said 
that, if the deal had gone 
ahead it would have meant a 
diversion of management away 
from pressing problems in the 
domestic market, where Flat is 
losing market share. “This 
WOUM have been operationally 
n egativ e,’* he said. 

ZURICH closed narrowly 
mixed on low volume, the 
Credit Suisse index falling 25 
to 477.6. However, insurers 
closed slightly firmer, as Win- 
terthur said that 1990 profits 
should top the 1988 level and 
its bearers rose SFr70 to 
SFI3530. Swiss Re, due to hold 
its annual news conference 
today, added SFr50 to SFr2,710. 

OSLO and STOCKHOLM 
both closed at 1990 lows In 
quiet trading. In Oslo, the all- 
share index lost 4.72 to 49352 
in turnover of NKrtfOm, but 
banks made small gains after 
the new Labour government 
said that it had not ruled out 
state support for banks to help 
them meet stricter capital ade- 
quacy requirements from the 
end of 1992. 

Sweden’s ASSisvariden Gen- 
eral index shed 65 to 882.7, the 
fifth year’s low in succession, 
in t rading worth SKrl29m. 
HELSINKI also declined, with 
the Unitas allshare index mov- 
ing 55 or 15 per cent lower to 
407. 1 in t urnover of FM28m. 

ATHENS bounced 5 per cent 
higher, with the hanking sec- 
tor leading gains, as the gen- 
eral index rose 4155 to 94954. 


US recovery moderates effect of Japanese fall 


MARKETS IN PERSPECTIVE 


Nasdaq composite moving 451 
higher to 340.78 in the late 
afternoon. 

Intel was quoted $1% np at 
$38% after Dae company intro- 
duced new computer chips 
which are expected to cut the 
cost of building video technol- 
ogy into personal computers. 
The new technology will also 
allow personal computers to 
store and edit moving images 
in a similar mannir to the way 
it does with text 

Md Communications added 
$% at $31% after stating that it 
planned to bnfid a transatlan- 
tic cable with British Telecom- 
munications. The programme 
is expected to cost about 
$400m. 

Canada 

A SHARP fall in crude oil 
prices on news that Saudi Ara- 
bian oil production reached a 
10-year high provided only lim- 
ited support for the Toronto 
market, which saw thin trade* 

The composite index 
improved 95 to 3,095.2 but 
overall declines held a slight 
edge over rises by 250 to 246. 
Volume amounted to 15.6m 
shares, down from Friday's 

IQSrn. 

Gold issues gamed 157 per 
cent as the bullion price in 
New York rose $8 to $37955 an 
ounce. The oil and gas sector 
showed a small gain but Metals 
and Minerals shed 25.1 to 
25755. 
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By Jacqueline Moore 

R enewed fears that 
war would break out in 
the Middle East pushed 
most stock markets lower last 
Tuesday, and they remained 
subdued for the rest of the 
week. However, a moderate 
gain by US stocks, helped by 
declines In the crude oil price, 
restricted the fall in the FT- 
Actuaries World Index to 1.4 
per cent In local currency 
terms. 

This was a fairly resilient 
performance, considering that 
Japan declined by 45 per cent 
in local currency terms. Smith 
New Court says in its global 
analysis that there have been 
hints, such as a rise in unem- 
ployment, that Japanese eco- 
nomic growth could be slowing 
down - necessary if domestic 
inflationary pressures are to 
ease. However, it adds that 
other indicators suggest that 
growth remains strong. 

"Thus, with the bond/equtty 
yield ratio having deteriorated 
sharply again this month, and 
the ratio of Japanese price/ 
earnings multiples to the US 

market multiple looking 


stretched again, we preferto be 
underweight in Japan, Smith 
New Court says. . 

The Pacific region also pro- 
vided the week’s worst per- 
former, New Zealand, plunging 
9 per cent in local currency 
terms. Share prices fell to six- 
year lows on gloomy economic 
and corporate forecasts, ana 
even a change of government 
failed to inspire investors. 

Across the water. Australia 
was also in poor shape, with a 
fen in the local currency index 
of 4-6 per cent The heavy debt 
levels of several leading com- 
panies depressed investors, 
with shares in News Corpora- 
tion losing 24 per cent - 
before the weekend s news at 
the merger of the Sky Televi- 
sion and British Satellite 
Broadcasting networks - and 
Adelaide Steamship, the trad- 
ing awri investment group, M- 
ing more than 70 per cent. 

In Europe, Austria and tire 
S candin avian markets made 
the biggest moves. Austria 
dropped 75 per cent in local 
currency terms, but this was 
mostly technical, according to 
Mr Andrew Thomson at Klein- 
wort Benson. The market, 
which had made a steady 


recovery in October, wasparSy / 
catching up with European 
share price falls on mepreri-; 
oos Friday, when Vienna was 
closed for a holiday. - - 

Norway and S wede n were 
the next worst performers, bnf 
turnover levels were light, sug. . 
gesting no great MgEhg pres* , 
sure. Domestic political unoav , 
tainty in Norway culminated 
with the collapse at the govern- 
ment on Monday, and the far>‘- 
mation of a new Labour goy>. .. 
eminent failed to stir up / 
enth usiasm. 

Sweden fell as investors' 
showed disappointment with 
the government’s austerity - 
package, announced the previ- 
ous week. Ms Anna Shlstrand' 
at Bnakffla Securities said the 
market was expected to coo- - . . 
tinne to drift in quiet trading -. 
until the budget in mid-Janu- 
ary, when the austerity mefe-- 
sures might be extended. 

Nordic pride was salvaged to ' 
some degree by Finland, which 
achieved the week’s best 
im p rovement with a rise of $5 ■ 
per cent in local currency- 
terms. This came in light trad- 
ing, however, and merely.', 
reduced its loss so tar this year, 
to about 30 per cent 


ASIA PACIFIC 


Nikkei strengthens after by-election result 


Tokyo 


THE STRONG yen and lower 
interest rates gave equities a 
firmer start to the week yester- 
day, and the ruling Liberal 
Democratic Party’s by-election 
victory also lifted the market, 
unites Emiko Terazono in 
Tokyo. 

Led by index buying and 
trimmed by small-lot profit -tak- 
ing, the Nikkei index came off 
a day’s high of 2457557 to end 
a net 19054 higher at 2458553. 
The low was 24,232.01. Turn- 
over remained thin with only 
small-lot trading individuals 
fmri dealers faking part. Vol- 
ume shrank to 220m shares 
from Friday’s 320m. 

Advances led declines by 696 
to 226, with 153 issues 
nnnhang la d . The Tnptx Imiw of 
all first section stocks rose 
1455 to 1501-23, although in 
London the ISE /Nikkei 50 
index gained only 1.11 to 
1554.46. 

Although the LDP’s victory 
in Aichi encouraged brokers to 
buy actively at the opening,, 
institutional investors aflfld to 
follow suit 

A trader at a Japanese secu- 
rities house said the slow trad- 
ing was due to the fact that 
investors bad not recovered 
thrir confidence in the marimt, 
and that no further moves 
were expected until the Gulf 
crisis was settled. 

The lark of changes in fun- 
damentals attracted buying in 
speculative issues such as Hon- 
shu Paper, which climbed Y130 
to Y2.190. Other special situa- 
tions included Atsugi Nylon, 
up Y30 to Y1590, and Kabaya 
Industry, a maker of hydraulic 
devices for cars, which 
advanced Y26 to Y800. 

NTT continued to rise on the 
company’s plan to list the 
stock on the New York market 
and the LDP's move to support 
the shares. It was suspended 
temporarily during the morn- 
ing session, and ended up 
Y10.000 at Y1.14m. 

Suzuki gained ground after 
its announcement of a car 
assembly agreement with 


SOUTH AFRICA 

JOHANNESBURG continued to 
slip in persistently slow trad- 
ing yesterday. The all-gold 
index slid 26 to 1,362, as bul- 
lion prices eased, while the 
industrial index fell 4 to 2,690 
and the all-share ll to 2524. 
Vaai Reefs fell B5 to R243- 
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China. Although some of its 
morning gains were lost on 
profit-taking, it ended Y27 
ahead at Y673. Other automo- 
bile issues were also firmer, 
Honda adding Y40 at Y1590. 

Large-capital issues, firm 
during the morning, . erased 
their gains as profit-taking set 
in. Nippon Steel went down 
Y13 to Y437 and Mitsubishi 
Heavy Industries lost Y1 at 
Y734. Tokyo Electric shed Y10 
to Y3530. 

Investors sold high-technol- 
ogy issues, including Matsush- 
ita Electric, down Y20 at 
Y1.700, NEC, Off Y20 at Y1390, 
and Fujitsu, Y10 easier at 
Yl.060. Chemicals were also 
weak. Takeda dedining Y4D to 
Y1.710 and Daiichi Pharmaceu- 
tical Y20 to Y2.460. 

Financials improved, with 
Industrial Bank of Japan rising 
Y90 to Y2.760, Mitsubishi Rank 
Y10 to Y1.760, and Sumitomo 
Y20 to YL700. 

In Osaka, laggards advanced 
in thin trading. Nintendo 
gained Y200 to Y24500 and Ono 
Pharmaceutical rose Y70 to 
Y5.350. The OSE average 


moved ahead 262.12 to 28.09L79 
amid reduced turnover of 
14.8m shares, around half of 
Friday's 285m. 

Roundup 

THE TURNROUND in Tokyo 
boosted most Pacific Rim mar- 
kets yesterday. 

AUSTRALIA made its first 
gain in nine sessions, sup- 
ported by News Core's share 
rally and a widening in the 
spread between the futures and 
the physical market The All- 
Ordinaries index recovered 22.1 
to 1513.3, but turnover slipped 
to A$164m from A$181m. 

News Corp jumped A$L71 to 
AS6.10 after announcing on Fri- 
day that its Sky Television 
unit and British Satellite 
Broadcasting had agreed to 
merge their competing satellite 
television networks, ending a 
bitter and costly battle to win 
British viewers. 

The December share price 
futures contract forged ahead 
305 to 15355, and this sparred 
arbitrage buying of the compa- 
nies with large weightings on 


the index. Adsteam gained 18 
cents to 78 cents after announ- 
cing plans to cut its debt by at 
least A$3tm over an 18-month 
period and to restructure the 
group. 

TAIWAN soared as big play- 
ers, awash with liquidity, re- 
entered the market. The 
weighted index climbed 22237, 
or 6.75 per cent, to 352753. Vol- 
ume expanded to T$36.1bn 
fro m T$ 29-2bn. 

NEW ZEALAND rebounded 
from a six-year low. However, 
tiie market was thought likely 
to weaken today on the news, 
after hours, that the incoming 
National Party government 
had inherited a much worse 
fiscal position than previously 
thought. The Barclays index 
closed 2255 higher at 152255, 
hut turnover shrank to 
NZ$75m from NZ$UL8m- 

HONG KONG went through 
3,000 before succumbing to 
Tjrofit-taknm. T he Hang Sene 
index lost a net 11.68 at 
256754, while turno ver e dged 
up to HK$710tn from HK$670m. 

China Light and Power, 
which announced a 15 per cent 


rise in after-tax profits for its . 
latest fiscal year, gave up 30 
cents to HKS1450. 

SINGAPORE was cheered by 
Tokyo’s rebound. The Strafe 
Times Industrial index putda- 
1.82 to 1,132.92. Volume was l 
steady at S$58.8m, after 
S$58.0m. News that Sime . 
Darby was hoping to fist its' -* 
subsidiary, Pemas-Sime Darby, 
in Kuala Lumpur in early 1991 
pushed the stock’s price up 7 
cents to SS2.46. 

BANGKOK saw a rally in 
the financial sector as the SET 
index rose 15.63 to 673.06. 
KUALA LUMPUR’S composite .. 
index ended 159 up at 48159. 

SEOUL foil on rumours that . 
banks would roevahiate their 
assets. The composite index 
dosed at 70751, down 355 from 
Saturday, on volume td 

Won207.2bn. - •£ ' 

MANILA concentrated bn • 
selected oil and commercial 
shares. The composite index 
eased L21 to 59853. 

BOMBAY ended mixed after 
a sharp eariy rally t rig gered 
scattered profit-taking. The 
BSE index rose 8.73 to 153L75. 


FT LAW REPORTS 


Expert’s report is privileged 


DERBY AND OTHERS v 
WELDON AND OTHERS 
Chancery Division: Mr Justice 
Mummery: 

October 17 1990 


THE COURT has no power to 
direct a party to an action to 
disclose his expert witness's 
report on an issue if he does 
not intend to adduce oral evi- 
dence on that issue at the 
trial, irrespective of whether 
the report was originally com- 
municated to solicitors for dis- 
closure to the other side. 

Mr Justice Mummery so held 
when refusing an application 
by the plaintiffs. Deity & Co 
and others, for an order for dis- 
closure of a report of expert 
accountancy evidence by the 
defendants, Mr Anthony Henry 
David Weldon and others. 

HIS LORDSHIP said that the 
allegations on the claim 
included false accounting, con- 
spiracy to deceive and an alter- 
native initial conspiracy. 

The action had already been 
the subject of a numerous 
interlocutory orders, including 
an order granting leave to the 
plaintiffs and defendants to 
caQ five experts on each side, 
one of whom was to be an 
accountant 

In correspondence in August 
and September 1990 the defen- 
dants’ solicitors indicated to 
the plaintiffs’ solicitors that 
work was being done on thrir 
accountancy expert’s report on 
the alternative initial conspir- 
acy claim, and that they would 
be content to exchange reports 
on that part of the dispute. 

The defendants now took the 
position that they did not wish 
to adduce expert evidence at 
the trial on the alternative ini- 
tial conspiracy claim; that the 
court had no jurisdiction to 
order them to serve an expert’s 
report on that issue; and that it 
would not be right for the 
court to preclude them from 
cross-examining the plaintiffs* 
expert witness on that issue. 

They accepted that they 
would not be entitled at the 
trial to call expert evidence-in- 
chief on the issue. 

The order giving leave to call 
five experts did not identify 
any issue to which the accoun- 
tancy expert evidence would be 
related. 

On the present application 
the plaintiffs sought an order, 
inter alia, that the defendants 
serve a report of their expert 
evidence on the alternative ini- 
tial conspiracy, within 48 
hours. 


The issue was whether the 
court had jurisdiction to make 
the order sought. 

The plaintiffs contended that 
the court had jurisdiction by 
virtue of section 2(3) of the 
Civil Evidence Act 1972 and 
the Rules of the Supreme 
Court m ad e pursuant to that 
section. 

Before 1972 it had been set- 
tled by three Court of Appeal 
decisions that reports of poten- 
tial expert witnessed made on 
behalf of either party on the 
advice of legal advisers and for 
the purposes of preparing their 
case for trial, were privileged 
from production (see WorraH o 
Ketch [1955] 1 QB2SS;re Saxton 
[ 1962] l WLR 968, 972.974 Caus- 
ton v Mann Egerton (Johnsons) 
Ltd [1974] 1 WLR 16Z). 

Section 2(3) at the 1972 Act 
enabled important changes to 
be made with respect to the 
procedure affecting the evi- 
dence of expert witnesses. 

It provided that “Notwith- 
standing any . . . rule of law by 
virtue of which docu- 
ments . . . are . . . privileged 
from disclosure”, provision 
might be made by Rules of 
Court enabling a civil court to 
direct that parties should dis- 
close to each other “in the 
form of one or more expert 
reports the expert evidence on 
matters of that class which he 
proposes to adduce as part of 
his case at the trial”. 

The opening words of sub- 
section (3) expressly recognised 
the existence of privilege from 
disclosure enjoyed by reports 
of expert witnesses prepared 
for the purposes of pending or 
contem p lated civil proceedings. 

The statutory provisions did 
not remove the principle In 
such documents or require 
them to be produced on discov- 
ery. 

What was contemplated by 
section 2(3) was a procedure 
whereby, as a condition of 
being permitted to adduce 
expert evidence at trial, a party 
might be directed to make pre- 
trial disclosure of his expat’s 
report and, in case of non-com- 
pliance with such a direction, 
might be prohibited from addu- 
cing oral expert evidence on 
the matter specified in the 
direction. 

RSC Order 38 rule 36(1) pro- 
vided that expert evidence 
might not be called except with 
leave of the court or where the 
parties agreed “unless the 
party seeking to adduce the 
evidence (a) has applied to the 
court to determine whether a 
direction should be given 
under role 37 ... " 

Rule 37 enabled the court to 
give directions that experts’ 


reports should he disclosed. R 
provided that where an appli- 
cation was made under rule 
36(1) in respect of oral expert 
evidence “then, 1 unless the 
court considers that there are 
special reasons for not doing 
so, it shall direct that the sub- 
stance of the evidence be dis- 
closed in the form of a written 
report...” 

The plaintiffs’ primary sub- 
mission was that by a combi- 
nation of section 1(3) of the 
Civil Evidence Act 1972 and 
RSC Order 38 rules 36 and 37, 
the court had jurisdiction to 
order a party to disclose, in the 
form of a written report, expert 
evidence on an issue, even 
though that party did not wish 
to adduce expert evidence on 
that issue at the triaL 

An obstacle in the way of 
that submission was the privi- 
leged status of an expert's 
report as recognised in the 
three Court of Appeal cases 
decided before the 1972 Act, 
and in the opening words of 
section 2(3) of the Act 

Mr Purle for the p laintiffs 
sought to meet t ha t difficulty. 
While agreeing that privilege 
attached to draft documents 
embodying an expert's evi- 
dence for consideration by a 
party with his solicitors, he 
contended that privilege never 
attached to a report of an 
expert witness which had been 
communicated to solicitors for 
disclosure to the other side; or 
if it did attach, it was lost 
when a disclosure order pursu- 
ant to Order 38 rule 37 was 
sought or made or acted on. 

The submissions were not 
accepted. 

The privilege enjoyed by doc- 
uments prepared for the pur- 
pose of pending or contem- 
plated civil proceedings, or in 
co nnec tion with the obtaining 
or g iving of legal advice was 
strong. It meant that a party or 
witness had a right to refuse to 
disclose documents or informa- 
tion falling within the scope of 
the privilege. 

Neither section 2<3) of the 
1972 Act, nor RSC Order 38 
dnd 37. expressly or 
impliedly removed or modified 
the privilege from production 
enjoyed by such documents 
under the preexisting law of 
evidence and discovery at doc- 
uments. 

There was nothing in those 
procedural provisions which 
empowered the court to direct 
a party to bring into existence 
a privileged document embody- 
ing an expert's evidence on an 
issue, or to disclose it to the 
other side, when that party 
had no intention of adducing 
expert evidence on the issued * 


Rules 36 and 37 only applied 
to a case where a party sought 
to adduce expert evidence on 
an Issue. The defendants did 
not propose to adduce evidence 
from thrir expert on the alter- 
native initial conspiracy issue. 
The court had no power under 
the rules to compel them to 
adduce such evidence. The 
rules did not confer on the 
court power to direct them to 
disclose expert evidence which 
they did not wish to adduce. 

Alternative submissions 
based on the court’s inherent 
jurisdiction to make orders if 
just and convenient, or if nec- 
essary and reasonable for the 
administration of justice, were 
also rejected. 

If a particular procedure had. 
been established by the Rules 
and there was no apparent 
lacuna, the court could not 
invoke its inherent jurisdiction 
to supplement or revise the 
Rules. 

Compulsory pre-trial disclo- 
sure of expert evidence was 
governed by the Order 38 rules. 
They did not enable the court 
to order expert evidence on an 
issue to be disclosed where a 
party did not propose to 
adduce expert evidence on that 
issue. 

Mr Purie sought to persuade 
the court that it could direct 
disclosure of an expert report 
pursuant to powers conferred 
by RSC Order 2 rule 2, which 
provided that in certain cases 
the court might “make such 
order Of any) dealing with the 
^proceedings generally as It 
thinks fit”. 

That rule was concerned 
with a case in which there had 
been “a failure to comply with 
the requirements of these 
Rules”. The defendants Had not - 
failed to comply with the 
requirements of the Rules i t, as 
the court held, on the true con- 
struction of the Rules, the 
defendants could not . be. . 
directed to the expert' s . 

evidence. 

The court had iro jurisdiction 
under the 1972 Act or Order 38,. 
or by way of inherent jurisflC’ 1 
non, or under section 37(1) dT 
the 1981 Act; to mainw the order 
sought. 

toe plaintiffs: Charles PhtU 
QC and Stephen Smith (LooeS 
white DurrantX ■ Michael Is* 
don-Stanford QC and RSchdrd 
Morgan (Lovell White Durrant) 
For the defendants: David Suet 
QU Terence Mowschensan dad. 
Lindsey Stewart ( AUert & 
Overyk Nicholas Chambers QC 
Mark Hapgood and Michael 
Gnxn (Hopkins & Wood) 

Rachel Davies 

Barrister 
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With some important 
_ markets already in 

DO A/ 0 * recession and 

■* f g several producers ~ 

* falling into loss, 

commercial vehicle makers fare 
harsh challenges, AsKevin Done 
reports, renewed pressures on 
margins have sparked a wave of 
restructuring, notably in Europe 

Realignment 
of forces 
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COMMERCIAL vehicle makers, 
and in particular the truck pro- 
ducers, face harsh challenges. 

Demand in Europe is slip- 
ping from the record levels of 
the previous two years; some 
important markets are already 
in recession. Several North 
American and western Euro- 
pean manufacturers have 
fallen into loss, and renewed 
pressures on margins and 
mounting investment needs 
are leading to another wave of 
restructuring in Europe. 

In J apan, although manufac- 
turers such as Hino and Nissan 
Diesel continue to benefit from 
high domestic and export 
demand for heavy trucks, the 
slump in domestic sales of 
midget commercial vehicles 
has deepened. Total output of 
goods vehicles fell by around 
onefifth in the first half of the 
year, hitting specialist small 
van makers such as Daihatsu 
and Suzuki particularly hard. 

In western Europe, truck 
makers face the de-regulation 
of the road haulage industry 
with tile creation of the single 
European market from the end 
of 1993. 

Cross border trade is expec- 
ted to grow significantly, but 
this opportunity could be nulli- 
fied by operators' ability to use 


existing fleet capacity more 
efficiently In a de-regulated 
market. 

European producers are aim 
having to come to terms with 
the opening up of eastern 
European markets, with the 
cost of expanding distribution 
and sales networks and, possi- 
bly. setting up local assembly 
operations. Daimler-Benz has 
already announced plans to 
build a truck assembly plant in 
. eastern Germany. 

The concentration of 
Europe’s commercial vehicle 
industry is gathering pace, 
partly under pressure of falling 
sales, but more importantly in 
the face of spiralling develop- 
ment costs and the expenditure 
needed to meet tougher envi- 
ronmental regulations. 

In the most significant 
r ealignment of forces in the 
European truck industry, 
Volvo of Sweden and Renault 
erf France have embarked on a 
far-reaching alliance, which 

will make the new combination 
the world’s biggest heavy truck 
maker, overtaking Germany’s 
Daimle r-Benz. 

Together, Volvo and Renault 
account tor more than a quar- 
ter of western Europe’s heavy 
truck market (above 15 tonnes 
gross vehicle weight) with a 


combined share of 263 per cent 
(1989 figures), compared with 
Daimler-Benz’s 19.4 per cent. 
Iveco of Italy took 1 BJ2 per cent 
of the market, following its 
acquisition of a majority stake 
in Spain's Bnasa, the state- 
owned maker of Pegaso trucks. 

With Iveco’s takeover of 
Enasa (which includes Seddon 
Atkinson, the small, specialist 
UK heavy truck maker) and 
MAN’S acquisition of Steyr's 
truck operations in Austria, 
the future contours of Europe’s 
truck industry are being 
drawn. The industry is domi- 
nated by three groupings, 
Daimler-Benz, Iveco (including 
Enasa) and Renauit/Volvo, 
with shares respectively in the 
overall truck market (5 tonnes 
and above gross vehicle 
weight) Of 233 per cent, 223 
per rmt and ZL7 per rmt. 

In the shadow of these big 
three wm three wflHinm*iaMi 
truck makers: DAF of the 
Netherlands, which took over 
file UK's Leyland in 1987; MAN 
finrfnding Steyr); and Scania, 
the heavy track making sub- 
sidiary of Saab-Scania of Swe- 
den. These three have shares 
respectively (five tonnes and 
above) of 92 per cent, 8J per 
cent and 7.1 per cent (MAN is 
already linked with Daimler- 
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IN THIS SURVEY 

■ Tha European market with 
the exception of Germany, 
buoyed by unification and (he 
opening of die east, demand 
is tailing 

■ Profile: Mercedes-Benz, the 

world's largest commercial 
vehicle manufacturer, rethinks 
Its approach .Page 2 

■ Profile: tveco ofltaly has 
taken over Enasa. Spam's 
troubled state-owned manufac- 
turer of Pegaso trucks 

■ Eastern Euro pe: producers 
remain highly Integrated, but 
some are seeking links with 
western companies. What are 
the opportunities? 
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Benz through the exchange of 
engine and axle components.) 

Within Europe, only the UK 
truck Industry re mains frag- 
mented, with a group of 
smaller truck producers main- 
taining a presence against all 
odds. These include ERF, the 
UK’s only remaining indepen- 
dent, publicly-quoted truck 
mak er; Foden (a subsidiary of 
Paccar of the US), the special- 
ist heavy truck-maker, and pri- 
vately-owned AWD, formed 
from the remains of Bedford 
a ftpr its rfigpnsai by General 
Motors of the US. Of pulled 
out of the European truck 
industry in 1987. 

According to Mr Helmut 
Werner, deputy chairman of 
Mercedes-Benz, the automotive 
subsidiary of Daimler-Benz, - 
“by the end of the 1990s we will 
have three supranational stra- 
tegic afifaMraa in Europe, each 
with one major company at its 
core". 

T.ittip more than a year ago 
there was a fierce competition 
involving Iveco, a German con- 
sortium of MAN and Daimler- 
Benz, Volvo and DAF to taka 
over Enasa. The German team 
appeared to have won, but toe 
deal was blocked by the Ger- 
man cartel authorities, anxious 
to avoid ftirthw collaboration 


between the two groups, which 
already control around 85 per 
cent of the German market. 

It was left to Iveco to decide 
that the gamble on acquiring 
the beleaguered Spanish truck 
maker was still worthwhile. 
Under the Iveco deal, Enasa, 
which baa around 30 per cent 
of the Spanish heavy truck 
market, has been valued at 
only Pta2bn (520m) compared 
with the Pta36bn (S361in) valu- 
ation in the original deal with 
MAN and Daimler-Benz a year 
ago. The price that the Spanish 
government has been forced to 
accept reflects the harsh cli- 
mate in which toe industry is 
now operating. 

W hile overall demand in 
Europe la falling, individual 
markets are experiencing 
sharply contrasting fortunes. 
The UK and Spain are in deep 
re cessio n, while the German 
market remains strong, with 
heavy At man A in eastern Ger- 
many. 

This uneven pattern is hav- 
ing a dramatic impact on the 
financial performances of truck 
producers. MAN, which is 
highly dependent on its domes- 
tic market, recently announced 
a 45 per egmt Jump in net prof- 
its for 198990, and said that 
order books for the current 


120 160 
Thousand units 


year were at a record level. 

In contrast, DAF, ERF and 
Enasa have all slumped into 
tox Renault Vehicules Indus- 
tries (RVD has also suffered a 
decline in profits, largely as a 
result of heavy at 
its US subsidiary. 

In the US, heavy truck mak- 
ers have endured two years of 
falling sales, with most con- 
fronting mounting losses. US 
market leader Navistar posted 
a $4m loss for toe nine months 
to toe end of July, compared 
with a 6100m profit in the pre- 
vious year. 

Faced with an expected 
yi fl Om loss at Mack this year, 
RVZ has chosen to take over 
the outstanding 55 per cent of 
Made equity it did not already 
own. Restructuring Mack is 
now toe French group’s “top 
priority”, and it has moved in 
one erf its *»nlnr manag ers as 
chairman and chief executive. 

The takeover of Mack 
strengthens the global pres- 
ence of the Renault/Volvo com- 
bination. Both partners have a 
substantial presence in the 
North American heavy truck 
market - Renault through 
Mack, Volvo through its 76 per 
cent-owned Volvo GM Heavy 
Truck subsidiary. 

Daimler-Benz and Vol- 
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vo/Renault are the only two 
groups which can justifiably 
claim to be world truck mak- 
ers, with an established pres- 
ence in Europe and in North 
and South America. Both are 
also seeking their first modest 
inroads into Japan. 

Japanese truck makers have 
so tor mate little effort to enter 
the European heavy truck mar- 
ket. apart from ffino’s small- 
scale licensed assembly opera- 
tion in Ireland. However, they 
have moved into the tight com- 
mercial vehicle market with 
local assembly of several 
vehicles ranging from Nissan 
and Isuzu vans to Toyota pick- 
ups anA SiiMilri micro vans. 

Some European van makers 
are also being compelled to 
join forces - DAF and Renault 
have agreed to the Joint devel- 
opment of a new medi- 
um/heavy van range - but the 
main battle is still between the 
traditional forces. The Euro- 
pean medium van market win 
be marked next year by the 
ambition of Germany's Volks- 
wagen to regain mm-fci* leader- 
ship from Ford. VWs Trans- 
porter medium van, developed 
and produced after an invest- 
ment of around DM3bn» aims 
to topple Ford’s highly success- 
ful Transit. 


■A new Jug g ernau t Volvo of 
Sweden and Renault o! France 
are forming a combination that 
will become the world’s big- 
gest heavy truck manufacturer 

■ Environment exhaust emis- 
sion standards are gelling 
tighter, forcing manufacturers 
to face the 'clean truck' chal- 
lenge 

■Technology: the realisation 
that electronics can improve 
efficiency has eroded the tra- 
ditional conservatism of truck 
buyers ...Page 4 

■ Untied States: recession has 
hit demand; sales of Class 8 
trucks, an important market 
indicator, were down heavily 
over the first nine months of 
the year 

■Japan: the big four face a 
period of cut-throat competi- 
tion — PageS 

■ Buses: manufacturers are 
consolidating in their home 
markets and some are 
expanding internationally 

■ Components: companies 

such as Rockwell and Eaton 
have established a secure 
customer base among trade 
meters. Page 6 


Editorial Prod u ction: 

Andrew Slade 


The ICi Rock Salt Works at Winsford 
is Britain's only working salt mine. 

Here, deep beneath the Cheshire country- 
side, is one of the most unusual commercial 
vehicle fleets in the world. Twenty Ford Transits 
ferry men and their materials around the mine, 
around the dock. 

Before a Transit starts Its life of penal 
servitude, it’s sawn in half. This enables it to 
fit into the lift shaft. At the bottom it’s simply 
welded back together again. 

So sturdy is a Transit that even after this 
unconventional treatment they go on running 
for decades. 

IQ’s oldest has been underground for 
twenty-one years. The last time it saw day- 
light, man hadn't yet set foot on the moon. 

Surprisingly, the salt hasn't rusted the 
veteran's bodywork as there’s very little 
humidity underground. (Our anti -corrosion 
paint treatment probably helps a bit too.) 

The roads are the real problem. Over a 
hundred miles of tunnel have been blasted 
out of the Trias sic rock. Imagine driving over 
an endless succession of sleeping policemen 
and you begin to get the idea. 

So punishing are the conditions that all 
ICl’s Transits have to undergo a rigorous 


mechanical inspection, as laid down by the 
Mines and Quarries Act 1954. It’s similar to 
an MOT test, but instead of being once a year, 
it’s once a week. 

As legendary as a Transit's toughness is 
its versatility. In addition to the short wheel- 
base 120 Standard Chassis Cab chosen by IQ 
there are over 36 other panel vans, chassis 
cabs and buses in the range. 

And if that wasn’t enough. Ford’s Special 
Vehicle Operations department has also 
developed a number of modification packages. 
They help specialist bodybuilders turn Transits 
into tipper trucks, armoured security vehicles, 
cavernous Luton box vans, mini-skip wagons, 
the list goes on and on. 

AH are powered by a choice of 1.6, 2.0 
or 2.9 litre petrol engines, or Ford’s world 
beating 2.5 litre direct injection diesel. 

It’s little wonder that people who rely on 
vans rely on Transits. The Police, AA and RAC, 
Mountain Rescue and Ambulance Services all 
use them. As do thousands of fleets and 
small businesses everywhere. 

For details of your nearest dealer and a 
copy of our commercial vehicles brochure 
contact the Ford Information Service free on 
0800 01 01 12. Anytime. 
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You can always trust a Transit 
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AFTER HALF a decade of 
nsing sales, demand for tracks 
® western Europe has begun 
to fall. The development is 
uneven, however, with the 
steep recession in some mar- 
kets (such as the UK and 
Spain) balan c ed by continued 
strong growth in Germany. 

The sharply differing for- 
tunes of key markets is leading 
to a stark divergence in the 
financial performances of 
Europe’s truck producers. Ger- 
man truck makers Daimler- 
Benz and MAN continue to 
enjoy high levels of activity, 
with MAN reporting new 
orders at a record level and 
lengthening delivery times. 

By contrast, some of the 
truck makers that have been 
exposed to the steep downturn 
in the UK and Spanish markets 
in particular have already 
plunged into loss. Most UK pro- 
ducers have been forced on to 
short-time working for long 
periods of the year and have 
had to reduce workforces. 

According to UK-based auto- 
motive analysts. Automotive 
Industry Data (AID), overall 
truck sales (above 3.5 
gross vehicle weight) in 14 
western European markets 
rose to a record 324.500 last 
year, beating the previous peak 
of 1979 by 2.7 per cent. Sales 
bad been on an unbroken 
upward trend since 1985 as the 
industry climbed out of the 
deep recession of 1981-84. 

The AID report says, how- 
ever, that “in this highly cycli- 
cal industry the good times sel- 
dom last for long, and already 
there are distinct signs of a 
slow-down." It forecast a Call in 
European truck sales of around 
6 per cent for 1990. 

Forecaster DR1 Europe is 
more pessimistic. Its latest 
study suggests that new truck 
registrations (above 32 tonnes) 
will decline by 72 per cent In 
1990 in 15 markets to 309,000. 
from 334,000 in 1989, with far- 
ther small falls in 1991 (L7 per 
cent) and 1992 (CL5 per cent). 

Track production (above 3.5 
tonnes) in western Europe is 
expected to foil by 11.7 per cent 
to 372,000, from 421200 in 1969. 

Demand this year has weak- 


Westem Europe: Truck production 
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Demand in western Europe is falling, but the east offers opportunities, writes Kevin Done 

Strong German market bucks the trend 


ened most seriously in the UK, 
Spain, Sweden and the Nether- 
lands. By contrast, German 
truck sales appear set to rise 
for the sixth successive year, 
the longest period of unbroken 
growth. 

New truck sales (above 32 
tonnes) in western Germany 
jumped by 16.7 per cent to 
40,470 in the first six months of 
the year - boosted by strong 
economic growth, a construc- 
tion boom and the rapid 
increase in road transport to 
eastern Germany - whereas 
new track registrations in the 
UK plunged by 29.9 per cent in 
the first nine months to 39,579, 
with heavy truck sales (above 
15 tonnes) suffering most with 
a foil of 36.2 per cent, to 20,229. 

European truck makers 
agree that itema-nd overall is 
set firmly on a downward 
trend, but differ over the 
extent of the expected foQ. 

Mr Georg Earns and, presi- 
dent of Saab-Scania, the Swed- 
ish heavy truck maker, says 
that heavy vehicle sales in 
western Europe are expected to 
foil by around 14 per cent this 
year, from 190,000 to 165.000. 
Earlier this year Mr Karnaund 
forecast that the downturn in 


demand which began in the 
second half of 1988 would be 
limited to a foil of about 10 per 
cent, but he maintains that the 
Gulf crisis has led to a farther 
foil in demand. At the same 
time , “higher inflation and 
interest levels, accompanied by 
a lower rata of economic 
g r o w th, have contributed to a 

Most UK producers 
have had to reduce 
workforces 


fall-off in the rate of invest- 
ment” 

Scania's profits were still at 
a high level, he said, but had 
fallen as a result of lower truck 
and bus deliveries and tougher 
price competition. 

Mr Jean-Pierre Capron, chief 
executive of Renault Vehicules 
Industrials, the track and bus 
subsidiary of Renault of 
France, says that “from all 
indications the commercial 
vehicle industry faces an 
extremely difficult period 
ahead.” In the first six months 
of the year RVI suffered a 5 per 
rmt fan in Eu ropean and 


a 13 per cent drop in European 
production. Pre-tax profits of 
its European operations foil by 
less than 6 per cent to 
FFi780m, but it was burdened 
by rising losses at Mack 
Tracks, its troubled US subsid- 
iary, which helped to depress 
RVTs overall profits by 34.6 per 
cent to FFr517m. 

Hardest hit of the leading 
European truck makers is DAF 
of the Netherlands, which ad- 
lapsed into a loss of F132.1m 
(5132m) in the first six months 
from a record net profit of 
Fl742m in the corresponding 
period a year ago. 

DAF, winch took over UK 
truck maker Levland in 1967. 
derives around 40 per cent of 
turnover from the UK. It has 
suffered from the steep reces- 
sion in the UK commercial 
vehicles market, the weakness 
of sterling and tough price 
competition. Truck deliveries 
volume in the first half of the 
year fell by 17 per cent to 
13,470 from 16231 a year ear- 
lier. It has been forced to cut 
hack capital expenditure and 
has reduced its UK workforce. 
Despite the first half losses, 
DAF was still hopeful in its 
latest forecast that it would 


achieve a “small positive 
result” for the year. 

The sharp decline in the UK 
market has hit the small Brit- 
ish truck producers hard, as 
they have few sales in conti- 
nental Europe to compensate 
for the weak domestic market. 
ERF, the last remaining inde- 
pendent publicly-quoted UK 
truck maker, plunged Into loss 
in the second half of its finan- 
cial year to the end of March 
and was forced to cut its divi- 
dend by one-third. 

It has warned that the cur- 
rent year would be “very diffi- 
cult”, but even ERF, which 
came to the brink of financial 
collapse in the last recession in 
the early 1980s, must have 
been surprised by the speed of 
the downturn in the UK, which 
resulted In a loss of £474,000 in 
the Second half Of its financial 
year to the end of March 1990 
from a record pre-tax profit of 
£52 millio n in the correspond- 
ing period a year earlier. In die 
middle of the year it was prod- 
ucing 9 trucks per day com- 
pared with 21 per day little 
more than a year before. 

In contrast, MAN of Ger- 
many is benefitting from surg- 
ing demand in the German 


More than you 
expect for less than 
you expected. 




The Fiat Fiorina 
The original van-about-town 

• Largest loadspace of any 
car-derived van — 953 cu.ft. 

• 470 Kgs payload* 

• 5 gears 

• Petrol or diesel engines 

• Prices from £5335** 


Ducato 


The award-winning 
Fiat Ducato 

Choice of 7 models, including 
the new4x4 

F^y loads from L0 tonne to L9 tonnes 
Loadspaces up to a mighty 346 cu.ft 
Petrol, diesel or turbo diesel engines 
Prices from £7785** 



The FiatCitivan — 
the thoroughbred small van 

• Generous 529 cu.ft 
loadspace 

• Over 400 Kgs payload* 

• 5 gears 

• Ftetrol or diesel engines 

• Prices from £5140** 


Remember, whichever van you choose, its backed by 
Rat's Operator Support Programme, 
including a 6-year anti-perforation warranty and 
24-hour AA rescue and recovery service. 

Forfull details of Rat Commercial Vehicles phone 300 today 
and ask for freephone Rat 


market and recently reported a 
jump of 45 per cent in net prof- 
its in the year to the end of 
June. MAN forecast another 
“satisfactory’' financial perfor- 
mance in 1990-91 helped by 
record order books which 
would ensure that the group 
operated at frill capacity. 

In the three months from 


MAN forecasts a 
13% rise in vehicle 
sales volume 


July to September, turnover 
was 42 per cent higher than a 
year ago, while the value of 
new orders rose by 67 per cent 
(including an 82 per cent jump 
in the value . of domestic 
orders). MAN forecasts a 13 per 
cent rise in vehicle sales vol- 


ume in 1990-81 and a 26 per 
cent increase in group turn- 
over. 

According to Mr Wilfried 
Lochia, chairman of the man- 
agement board off MAN Natz- 
fahrzeuge, the group had more 
than compensated for falling 
in some western Euro- 
pean markets by increased 
deliveries in Germany. MAN’S 
domestic order book bad 
almost quadrupled in value in 
three years. Following the 
acquisition of the Steyr Aus- 
trian truck operations, MAN is 
transferring some track assem- 
bly to Austria and is planning 
for an 132 per cent increase in 
its total medium and heavy 
trade production capacity to 
32,000 a year by the end of 1902 
(up from 27,000 at present and 
a predicted 28200 at the end of 
the year). 

Daimler-Benz, Europe’s lead- 


ing track mater, Is the- main 
beneficiary of the surge to 
sales in Germany, where It 
controls close to 59 per cent at 
the market. Rising de m and to 
Ger many is due large l y to the 
op ening up of eastern Germany 
and Daimler-Benz has moved 
quickly to ensure that itgatas. 
the first permanent foothnK to 
truck production to what was 
East Germany. 

The speed of German reunifi- 
cation has led the company, to 
abandon original plans to mod- 
ernise part of the range at the 
former East German truck 
maker, IFA Ludwigsfelde. 
T nfffrari, it is moving straight 
to the assembly at the Merced- 
es-Benz LN2 range of light and . 
medium trucks (7-15 tonnes 
gross vehicle weight) at the 
existing works at Ludwigs- 
felde, near Berlin, to a second, 
more ambitious stage it plans 
to build a modern assembly 
plant by 1994 as an integrated 
part at its European produc- 
tion network, with an eventual 
capacity to build 40, 000 l ight 
pnri rnwhum trucks a year. 

to the interim, Daimler-Benz 
plans to take a 25 per cent 
state in a newly-formed Lud- 
wigsfelde-based track assembly 
company, which will assemble 
Mercedes-Benz tracks under 
contract. . . . 

Output is due to begin to 
spring next year and wm rise 
from 6,000 to 1991 to 12200 to 
1992 and 18200 to 199334. It is 
planne d that the level of local - 
assembly operations will 
increase as the local workforce 
is trained. 

Around 2,000 will be 
employed to the interim stage 
rising to 3200-4200 for the toll 
track production plant. 
Daimler-Benz said it would be 
investing around DMlbn to the 
new plant in capital expendi- 
ture and working capital. 


PROFILE: Mercedes-Benz 


Policy re-think 
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MERCEDES-BENZ, the world's 
largest commercial vehicle pro- 
ducer, has been rethinking its 
approach to worldwide manu- 
facturing. Its truck division, 
whose sales last year were val- 
ued at DM23bn (£8bn), has 
abandoned its plan for a 
“world truck”, a concept 
launched by General Motors a 
decade ago and still topical in 
the mid-1980s. Instead, it has 
assumed a much more prag- 
matic and flexible view of the 
global market 
It now sees a need to develop 
several different families of 
tracks, suitable for the part of 
the world where they will be 
sold. Insiders say that a new 
divisional structure at Merced- 
es-Benz, which two years ago 
split cars and commercials into 
two separate divisions, has 
given new impetus to the track 
Rtdfl of the company and its 
analysis of worldwide possibili- 
ties. 

The heart of Mercedes-Benz 
truck manufacturing is its 
huge, showpiece factory at 
Wurth, on the Rhine near 
Karlsruhe. Built on a green- 
field site in toe mid-1960s, it Is 
one of Europe's newest truck 
plants as well as the biggest 
and most highly automated. 
Output peaked at 110,000 units 
a decade ago, when the Middle 
East was booming and Euro- 
pean tracks were less compli- 
cated than they are now. The 
output capacity of vehicles 
above six tonnes is now 
between 80,000 and 90,000 a 
year. 

Three years of heavy invest- 
ment at Wurth has produced 
unprecedented automation, 
although it is still less is 
found in the car assembly 
works. Full order books for 
high value products are there- 
fore essential to maintain prof- 
itability. in theory, that could 
put some other European, 
medi am -sized assembly lines 
out of business. 

Wurth has foiled to meet 
demand over the past couple of 
years, however, and now Mer- 
cedes-Benz is taking over IFA, 
an east German producer 
based near Berlin which pro- 
duces 6,000 units a year. Out- 

nnt at IFA (<i tn ho HniiMoH 


initially to only 12,000 units. 
But the advent of Mercedes is 
set to transform the area just 
as dramatically as the its 
Wurth works revitalised a 
depressed, agrarian region 25 
years ago. 

The IFA works will be 
replaced by a new truck fac- 
tory at Ludwigsfelde, just 
south of Berlin, due to open in 
1994 at a cost of DM lbn 
(£330m). Mercedes-Benz prom- 
ises that it will be as modem 
as any truck plant, with a simi- 
lar level of automation to 
Wurth and that by the mid- 
1990s it will be producing 
40,000 light and medium 
trucks, from seven to 15 tonnes 
gross weight, with further 
expansion to foDow. 

This e x tr a capacity will 
allow Mercedes-Benz to 
increase production of heavy 
vehicles at Worth. It continues 
to produce most components 
for its own European produc- 
tion. Cabs, engines, gearboxes 
and axles are all built in-house, 
and In Germany. In its high 
degree of vertical integration it 
resembles Scania, the heavy 
truck sp ecialist; «wd Punmiit 

The price of thte integration 
caw be high — toolimr iin for 
the G4 range of heavy truck 
gearboxes, cost an initial 
DM400m (£130m) and even at 
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Mercedes-Benz: on tfie road to now plant In east Germany 


Germany's growing market 

Commatdai vehicle mgictnffontowr 320 tome pass vehicle weight (thousands) 
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that level, the Gaggenan works 
could not meet supply. 

Despite the planned develop- 
ment of global manufacturing 
and assembly operations, Ger- 
man unification and the poten- 
tial rapid growth of markets in 
eastern Europe emphasise the 
importance of Mercedes-Benz’s 
operations at home. Mercedes- 
Benz still enjoys 57 per cent of 

Iffi Fl ^ _ 


decade of efforts by half a 
dozen rival manufacturers to 
establish a toe-hold in Ger- 
many. 

Its concentration of Euro- 
pean m anufacturing in Ger- 
many also contrasts with the 
international spread of all Its 
major European rivals. Merced- 
es-Benz’s failure in September 
to secure ENASA, the Spanish 
truck company which also 
owns Seddon Atkinson in 
Britain, raised doubts about its 
commitment to truck assem- 
bly. However, Mercedes-Benz 
has re-affirmed its intention to 
“Europeanise our manufactur- 
ing base with the aim of secur- 
ing our leading market posi- 
tion”. Local assembly need not 
cost much. But it can ™kfl the 
manufacturing network local 
buyers. 

Europe remains a discrete 
market. Most strikingly, 
attempts to sell European-built 
Mercedes-Benz engines in toe 
US through Freightliner have 
had little success because of 
the strength of the indepen- 
dent e ngine makers. Freightli- 
ner produced 26,500 heavy 
trucks last year, but hopes to 
gain sales with a new genera- 
tion of class 6 and 7 trucks **»*■ 
year. Mercedes-Benz has a 
strong presence in Brazil, the 
fourth largest producer of 


34 86 88 90 

trucks above six tonnes after 
Japan (with 322 per cent of the 
output of the top nine coun- 
tries), the US (242 per cent), 
and West Germany (13.2 per 
cent). Brazil (6.1 per cent) pro- 
duced 61,000 trucks last year, 
of which Mercedes-Benz built 
26,000. Mercedes-Benz do 
Brasil, which last year pro- 
duced 38200 trucks and buses, 




months as an increasingly 
autonomous operation which 
takes a leading role in the 
group’s overseas efforts. It 
exported 10,000 vehicles last 
year to the US, Indonesia, 
South Africa and Latin Ameri- 
can States. 

It also launched its first own 
range last year. It presses and 
makes Its own cabs and makes 
eng in e s, gearboxes and axles. 
But the labour and investment 
costs are low, and th« trucks 
are con side r ably less sophisti- 
cated than in Europe. 

The group also hag a track 
and bus drivetrain as semb ly 
plant at Buenos Aires, hanging 
on with Juat 3,100 mfe; U nfit 
last year, although the group 
took almost half the Argentine 
market. 

In Mexico, Mercedes-Benz 
has r aised its share in FAM SA 
from 49 per cent to 80 per cent; 
production went up by SO per 
cent to 3.400. 

Mercedes-Benz also has local 
assembly in South Africa, 
Indonesia and Nigeria. It is 
weak, however, to Aria - a 
Japanese stronghold - is 
negotiating to establish an 
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Seeking links 
with the west 
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PRE-GLASNOST, the 
mannfacture of heavy trucks 
in eastern Europe was centred 
in the Soviet Union, with 
u medium trucks concentrated in 
W East Germany. Hungary was 
responsible for bus production, 
while output of tight delivery 
vans was spread across the 
region, linked to passenger car 
operations. The only exception 
was Romania, where the 
Brashov truck factory was set 
up to secure self-sufflacncy. 

The operations, production 
and export targets of these 
plants were controlled cen- 
trally. 'Trucks were allocated or 
produced for specific industrial 
ent erprises according to then- 
needs. There was little in the 
way of distribution networks. 
Some eastern Bloc exports 
could compete on the open 
market - IF A. of East Ger- 
many and VAZ of the USSR 
even made a profit - but earn- 
ings were absorbed by the 
state instead of being rein- 
vested in plant or product 
■ : development. Diesel engines 
were slow to replace inefficient 
petrol units. Automation was 
largely unknown, there was 
substantial overmanning and a 
chronic shortage of compo- 
nents. 

Even after recent political 
rtwng eft , eastern Bloc produc- 
ers remain highly integrated. 
Individual plants handle every- 
thing from R&D to final assem- 
bly. Up to 90 per cent a£ the 
value-added components are 
sourced in-house. Booght-in 
components can account for 
over 80 per cent of production 
costs, compared with less than 
1 per cent for labour costs. 

Recent link* with western 
producers have Involved sup- 
ply Am 1« such as that between 
MAN and Bdavtomaz in the 

The market is set 
to climb to 1.3m 
vehicles by 1995 


USSR. This provides for annual 
joint production, of 5,000 heavy 
trucks willi the Soviets supply- 
ing running gear and ch assis 
and MAN providing engines, 
transmission and other parts. 
MAN also co-operated with 
RABA of Hungary in the pro- 
duction of heavy trucks and 
dtffud mgfnaa and Bceased the 
manufacture of diesel truck s at 
Romania 's Brashov factory. 

The- AVIA trucks factory m 
Czechoslovakia wa B awap*';'-’. 
Bsbed to 19» oh the basis of a 
Beene© from Savtem at France. 

In Yugoslavia* the TAM fac- 
tory. has a history eff coopwa- 
t frm .with heco and FAP-FA-- 
MOS has operating links wdh 
Mercedes-Benz, iveco and Zas- 

tava(ZCZ)haro had a coopera- 
tion agreement since 1378 for 
license production ofl tanan 
trucks in Yugoslavia. Thiswas 
broadened in October 1988 

when the two partners set to a 
new company, Zastava Prt- 
vredna Vozila (ZPV), to pro- 
duce and market light commer- 
cial vehicles. . _ 

Forecasts from the Econo- 
mist Intelligence Unit indicate 
that the market for tin coro 
merdal vehicles In Swot 
Europe is set to climb to L3m 

by 1995 and to lAm by 2000. 
j4art frmn direct eroort^«- 
trattks linked to tins growth 
in the market, westem prodne- 
as have been retartanl toim- 
sue the broad rangtog eqt^ 
t»-ups already adopted m the 
nassenger car sector. 

^MaJwc US prod ucers Ford 
and Navistar are behaved to be 
studying the market, but 
SSnS® ruled ortanyp* 
breakthrough has been 
by problems of repa- 
triating profits as wen as poor 

co-ordinatio n, lack 

facilities and into*®**!* 
As a result; ue^tiations 
tend to focus on short-term 
technology tremfardjijto- 

Joint componentventures 
have been agreed,notablycov- 

ering diesel engines 
t iffin, and western supplier 8 are 
tern to secure a share to the 


satwatssr- 


Ull 

works, both across eastern ati 

Europe and in aligned Third er 

World export markets. 

It is generally more difficult in 

for a truck fleet operator to th 

switch supplier than for a car tb 

buyer. He relies on the manu- in 

facturer's service and parts Ui 

networks, as well as support & 

and other logistical consider- th 

ations. The significance of this ag 

was not lost on Mercedes-Benz b< 

when it struck up a partner- of 

ship with three major truck tb 

producing companies of East 
Germany's VEB IF A Komhinat a) 

conglomerate in Ludwigsfelde. tb 

IFA has produced one basic it 
model, the WSO, for 25 years. A ei 
more modem L60 was intro- t s 

duced three years ago. The a; 
Komhinat comprises some 25 o 
facilities set up so that 90 per tl 
cent of components could be u 
sourced in-house. Mercedes- b 
Benz has been active in in trod- ti 
uclng its suppliers to these 
operations but few are expec- o 
ted to survive. b 

Original negotiations pro- p 
vided for a joint design, pro- p 
duction and sales agreement. d 
The L60 was to be modernised, t 
retaining its existing engine, e 
t ransmiss ion and axle but with l 
a modified Mercedes cab. A s 
prototype was developed, but I 
with the latest collapse in IFA c 
sales In Germany, Mercedes- _ 
Benz is rethinking the venture. 

Instead, joint assembly of 
existing Mercedes medium LN2 

trucks will begin at Ludwigs- 
frirte next spring and a new 
truck plant is to be built with 
investment of more than 
DMlbn ($660m)- It win begin 
output in the mid 1990s, with 
production capacity expected 
to reach 40JJ00 units. 

The former IFA truck 
monopoly is to be reconsti- 
tuted as a new company, LKw- 
Montagegesellschaft* in which 
Mercedes-Benz will take a 25 
per cent equity stake but 
retain management control. 
Elsewhere, a delegation from 

Mercedes-Benz recently dis- 
cussed co-operation with 
Romania's Brashov works. 

Along with affiliate Isuzu, 
General Motors is studying the 
pogMB assembly of light com- 
mercial vehicles in Czechosto- 
wMa GM has also announced 
a joint venture with Hungarian 
state producer RABA to build 
up to 206,000 engines mid 
assemble up to 30,000 ftfl 
mftmn Astra models 

per year. . . 

Czech heavy truck producer 
TATRA ha? a significant 
- -. export operation- &s well as an -■ 
»Xhnp network in eastern 
Europe. Partnership talksbave 
heenheld with MAN, Iveco 
and, moat favourably,^ with 
Volvo. Any deal is expected to 
include provision for Bales and 
service of western togs. 

In January, Renault's truck 
unit BVI signed a draft agree- 
ment with Czech producer 
AVIA. This provided for assls- 
[ tance in developing vehicles m 
the tonne range to replace 
models built under an earter 
cooperative deal between the 
companies. Production is to 
begin In 1992 with provision for 
annual output of 20.000 
» vehicles. The three-yrar : agree- 
r ment includes substential 

i input in tooling and technol- j 
, ogy transfer by RVL 

L The TAM works at Maribor 
in Yugoslavia is prepartngfar 

ii its proposed jamt venture wun 
5- iveco. TAM is to be split into 
ru several enterprises, one of 
v which will concentrate cm jeam 
B production of trucks of over a 

tonnes with Iveco. 

d in the USSR a radical 

e approach to development^ 
it being taken by the FAMAZ 
>k truck operation. Tb upgrade its 
£ product and fadllltt more 
*. than 6bn roubles (around 
x S12bn) is required mnew capi- 

ir telWith total equity of Rbs 
5bn, FAMAZ is to place aron^ 
as Rite 450m of stock with foreign 
Z investors in an initial selUff of 
ic JJSSSl of its capital. In a 
N stage, FAM^^a 

a“£S5. , SSSf3S 

be workers - “ t up 

™ customers - to invest in the 

,st business. 


THE unexpected move by Iveco 
of Italy to buy Enasa, the Span- 
ish maker of Pegaso trucks, 
appears to have ended the 
Spanish government’s long 
search for a partner for the 
troubled state-owned truck 
maker. 

Iveco, Fiat's commercial 
vehicles subsidiary, is to 
acquire majority control of 
Enasa - a step which acceler- 
ates the restructuring of west- 
ern Europe's truck industry. 

Elat has taken a leading rede 
in reshaping the industry In 
the last two decades, first with 
the merger of Fiat Veicoli 
Industrlali and OM In Italy, 
Unic in Fiance and Magbrus to 
Germany to form Iveco, and 
then with the takeover of man- 
agement control of Ford's UK- 
based European truck 
operations to the second half of 
i the 1380s. 

The takeover of Enasa poses 
another severe challenge for 
the Italian group* however, as 
it seeks both to honour its 
employment guarantees and to 
take measures to rationalise 
and restructure the Spanish 
operations in order to staunch 
the present heavy losses. The 
task will be made much harder 
by the current steep fall In 
truck d em a n d in Spain. 

The last-minute emergence 
of iveco in mid-September as a 
buyer for Enasa took the Euro- 
pean truck industry by Rur_ 
prise. INI (Institute Nacional 
de Industrial, the Spanish state 
holding company, had origi- 
nally reached agreement late 
last year with a German con- 
sortium of MAN and Daimler- 
Benz for the sale of an 80 per 
cent stake in Enasa. 


Enasa deal will be a challenge for the Italian group 

Iveco’s Spanish adventure 


•mat deal was blocked by the 
German cartel authorities, 
however, on the grounds that 
an alliance between the two 
groups in Spain would damage 
competition in the German 
market , 

Under the original proposals, 
MAN would have acquired a 60 
per cent stake in Enasa with 
D aiml er-Benz taking 20 per 
cent Even alter MAN had pul- 
led out of the deal, INI contin- 
ued negotiations with Daimler- 
Benz with 1 he German group 
seemingly still committed to 
the ttnasa deal. 

Iveco will maintain 
Enasa’s Pegaso 
truck brand name 

The Spanish government 
alum began parallel secret talks 
with Iveco (Fiat), however. 
Iveco had taken part to the 
original bidding battle for 
E nasa last year against compe- 
tition from the two German 
truck makers, Volvo of Sweeten 
and DAF of the Netherlands, 
but appeared out of the run- 
ning after the original deal 
with MAN/Daimler-Benz. 

The Spanish authorities 
finally balked at selling Enasa 
to Daimler-Benz, however, in 
the face of the German truck 


maker’s insistence on sweeping 
rationalisation measures for 
the truck assembly and compo- 
nents operations. 

INI has now beat forced to 
accept a much lower valuation 

of Rna**a, whose fi nancial per- 
formance has deteriorated rap- 
idly this year, hut to return 
Iveco agreed to guarantee 
employment levels in the com- 
pany, Inject new equi ty and 
undertake an ambitious capital 
investment programme in 
$nain_ 

Iveco is to take a 60 per cent 
in Krewa with an option 
to acquire outright control 
within six years. 

The surprise deal also opens 
the way for the possible assem- 
bly to Spain of Iveco trucks or 
Fiat cars. According to Mr 
Giorgio Garuzzo, Iveco chief 
executive, the Enasa plant in 
Valladolid would be used to 
assemble “Iveco or other Fiat 
products in the future". 

Under the Iveco deal, Enasa. 
which has around 30 per cent 
of the Spanish heavy truck 
market, has been valued at 
only Pta2bn isaom) compared 
with a valuation a year ago of 
Pta36bn (3361m) in the original 
deal with MAN and Daimler- 
Benz. 

Iveco is to pay Ptal.2bn 
($l2m) to acquire its initial 60 
per cent holding, with INI 
retaining a 40 per cent state. 


In January the shareholders 
will inject Pta20hn ($201m) of 
new equity capital into Enasa . 
of which Iveco win contribute 
p mish n maifinfl. 

According to Mr Garuzzo, 
Kfw«* has plunged heavily into 
loss again this year with the 
steep recession In the Spanish 
heavy truck market and uncer- 
tainty over the company’s 
future ownership. It has accu- 
mulated a deficit of Pta7bn 
($70m) in the first six months, 
and is expected to have a nega- 
tive book value by the end of 
»M« year of Pta7-5bn ($75m). 

Mr Garuzzo says th at Iv eco 
is p T n»w«wff capital investment 
of Pta37bn (*37lm) in Enasa to 
the medium to long-term in 
order to modernise its plants 
and gradually introduce Iveco 
products. ... 

He says the company wm 
retain Enasa’s Pegaso truck 
brand name and Iveco and 
Pegaso will keep separate 
dealer networks in Spain. 
Enas a currently sells a range 
of Volkswagen/M AN light 
trucks in Spain, but these will 
be replaced by Ivec o prod ucts 
as supply contracts expire. 

As a result of the takeover 
Iveco will close the gap behind 
Daimler-Benz in the western 
European truck sales league 
(above five tonnes gross 
vehicle weight), and moves 
twtn fipranri place ahead erf the 



Glor«to Garuzzo: plana tor 
Enaaa’s VaCtedoM plant 

Volvo /Renault combination. 

It £d80 takes control of Sed- 
iiiw Atkinson, the small spe- 
cialist UK heavy truck maker, 
which is a wholly-owned sub- 
sidiary of Enasa. Iveco, which 
took over management control 
of Ford’s truck operations in 

the UK to 1986. has said that it 

^rill TT Miiwtai 1 ! Seddon Atkin- 
son's operations as a separate 
business. 

In the western European 
heavy truck market (16 tonnes 
and above) Iveco’s share will 
increase to l&£ per cent from 


13J2 per cent with the indnsfoa 
of Enasa (based cm 1989 fig- 
ures) behind Volvo/Renault, 
26.3 per cent, and Dafcnlw- 
Benz, 19.4 per cent 
In the overall market (five 
tonnes and above) rroves 
into se cond place with 2SL5 per 

cent) ahead of Voivo/Renauft 
(21.7 per cent) but behind 
Daimler-Benz (2SA per cent). 
Last year Iveco produce n 
136^X30 trucks, EnasaWXJO- 
The takeover of Enasa wm 
make Iveco the dear market 
Leader to Spain. Based on 
figures the Iveco/Enasa ccaro^ 
natio n would have hadaSU* 
per cent share of the Spanish 
heavy truck market (16 tonnes 
unit above), and 30.5 per cent ox 
the total truck market (five 

tonnes and above). 

In the UK the ludnslon of 
Seddon Atkinson last year 

would have boosted Iveco s 
share of the heavy truck mar- 
ket share to 16.1 per cent from 
10.4 per cent, puttiugthiro 
behind Leyland DAF, the UK 
subsidiary of DAF of the 
Netherlands, and Volvo of Swe- 
den. to the overall UK truck 
market, the acquisition of Sear 
don Atkinson will help Iv«o 
consolidate its existing market 
leade rship and widen t he^g ag 
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Enasa has assembly ami 
components plants in Madrid, 
Valladolid, Barcelona and 
Mataro in Spain, at Oldham to 
the UK and at Cumana in 
Venezuela. It has an engineer- 
ing centre in Barcelona and its 
headquarters to Madrid. 

Kevtn Done 
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Mercedes-Benz have long been recognised tyre pressure control different*! lock, ann- 
as leading innovators in vehicle safety. lock braking and anti-skid control systems 

Nearly three decades ago, the dual circuit (ABS/ASR) - even the rear video camera 

■ which makes handling 

n|/£ lA Ollf KiSGfllCn. easier. And in conjunc- 


Our concern for thtrj 


li&curj ^ 

Thanks to our research, 
the road is a safer place. 

. T)oimlpr-Rpn5i 


er of trucks over 6 ionnes, 
meartkemfy auxzreofour 

resporuHriSty to the world 
around u*. With a covtmit- 
ment to iunovative research 
and careful design* we 
aha to ensure a dean tmd 
healthy future, for all 
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brakes we developed went into mass pro- 
duction. And in 1981, our anti-lock brakes 
became commercially available. Our pro- 
gramme of active research and develop- 
ment is fundamental to our philosophy. We 
invest over £ 250 million in research each 
year in the commercial vehicle sector, 
„„ m hinin S our concerns in safety, improved 
transportation efficiency and environmen- 
tal protection. Take our prototype TOPAS 
tanker for example. Within this futuristic 
concept advances have been achieved in 
many areas of safety, such as electronic 


due. companies within the 
Daimler-Benz Group, body builders and 
our customers, we are actively exploring 
innovations in automotive technology, 
environmental compatibility, and traffic 
management. 

Clearly, with such extensive resources in 
research and development, there would 
seem to be few problems in vehicle engin- 
eering we cannot solve. No matter what 
lies on the road ahead for European motor 
transport 

Committed to your success. 



Mercedes-Benz 

Trucks and Vans 
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*^Y joining forces in a 
far-reaching alliance. Volvo of 
- Sweden and Renault of France 
are forming a combination that 
will become the world's biggest 
heavy truck maker. 

The links are being forged 
between the parent companies 
and between the car and truck 
operations with a complex pat- 
tern of minority cross-share- 
holdings. The driving force 
that first brought the two 
groups together was Volvo's 
desire to create a more power- 
ful presence in the world truck 
industry, however, and it is in 
this sector that the strongest 
immediate bonds are being 
formed. 

Under the final terms of the 
deal, agreed in late September, 
Volvo and Renault will 
exchange 45 per cent cross 
holdings in each other’s truck 
and bus operations. 

The alliance is aimed at 
making it possible to distribute 
the costs of product develop- 
ment as well as capital expen- 
diture over a larger production 
volume, with the aim of enhan- 
cing the two group’s competi- 
tiveness in world truck and 
bus markets. 

As part of the terms of the 
deal, Volvo’s truck and bus 
operations were valued at 
SKrl6bn ($2_9bn) and Renault 
Vehicules Industriels, the 
French group's truck and bus 
subsidiary, at SK.rll.8bn 
($2.1bn). 

The two groups claim that 
the Volvo and Renault 
marques will remain separate 
and independent in the mar- 
ket-place with independent dis- 
tribution and dealer networks. 
The alliance is aimed rather at 
technical and industrial 
co-operation with three main 
objectives: 

• co-ordination of product 
development programmes 
involving in the first stage 
components development and 
advanced technical research; 

• coordination and co-opera- 
tion in production, initially of 

components; and 
0 cooperation in purchasing. 

Volvo maintains that accel- 
erating research and develop- 
ment costs are one of the great- 
est problems facing the truck 
industry. 

As products become more 
complex and the need grows 
for broader and deeper techni- 
cal know-how, the Swedish 
group says that it is “becoming 
increasingly difficult to meet 
these needs within a single 
company”. 

In a prospectus issued to 
Volvo shareholders, the group 
says that together the two 
truck companies will have a 
much larger purchasing vol- 
ume, resulting in lower prices 


A far-reaching alliance 

Renault and 
Volvo create a 
juggernaut 


for goods purchased as well as 
access to a wider network of 
suppliers. 

In production. Volvo and 
Renault hope to be able to use 
existing capacity more effec- 
tively, and that coordination 
of future capital expenditure 
progammes will make it possi- 
ble to reduce new investments. 

Total R&D costs will be able 
to be spread over a much 
larger production volume, 
reducing unit costs, while the 


($&0bn). RVI has a workforce 
of 32,500 compared with Vol- 
vo's 24,150 in its truck and bus 
operations. 

Together Volvo and Renault 
account for more than a quar- 
ter of the western European 
heavy truck mar ket (above 15 
tonnes gross vehicle weight) 
with a combined share of 2&3 
per cent (1968 figures). 

In the overall truck market 
(5 tonnes and above gross 
vehicle weight) the Ren- 





s haring of development work 
between the two companies 
should increase their overall 
development capacity. 

Volvo calculates that for its 
truck and bus operations alone 
the alliance with Renault 
should make reduce develop- 
ment, production and procure- 
ment costs by 6-8 per cent 
within five to ten years. Under 
present operating conditions it 
estimates that would maan an 
annual improvement of 
slightly more than SKrlbn 
($i80m) in earnings. 

According to Mr Tommy 
Rengman, executive vice presi- 
dent of Volvo's truck 
operations, the two groups “are 
now going from talking to 
actions, from discussions uni! 
negotiations to specific pro- 
jects". 

Last year Volvo's track and 
bus operations made an operat- 
ing profit of SKr2.S2bn ($450m) 
on a turnover of SKr28.5bn 
(S5.1bn), while RVI achieved an 
operating income of FFrlJgttra 
($24 4m) - after a FFrl.lbn 
($2l6m loss) in Mack Trucks - 
on a turnover of FFr34 .29bn 


ault/Volvo combination is in 
third place with 21.7 per cent, 
behind Daimler-Benz (with 23J& 
per cent), and Iveco (including 
Enasa) with 22 .5 per cent. 

The future shape of coopera- 
tion between the two groups' 
truck operations in the US Is 
still unclear and both have 
their own profitability prob- 
lems to deal with, but taken 
together they accounted last 
year for dose to a quarter of 
US heavy truck sales, more 
than any other cj n g ip competi- 
tor. 

RVI, which has recently 
agreed to pay $i03m to buy the 
outstanding 55 per cent share 
of Mack, said that the restruct- 
uring of the US heavy truck 
maker, was the French group’s 
“top priority”. 

Mr Jean-Pie rre Capron, RVI 
chief executive, promised 
far-reaching measures to res- 
cue Mack. 

These will include job cuts, 
reductions in inventories, sys- 
tematic cuts in overheads, the 
sale of certain non-essential 
assets, tighter control of pur- 
chasing, Increased flexibility in 


industrial management, and 
improved quality. 

Mr Capron said that Mack 
would have an impact on RVTs 
fi na n ci ? 1 performance for sev- 
eral years, but the company 
had decided to press ahead 
with a full takeover as Mack 
was the only operation capable 
of giving RVI a global scale 
and assured long-term access 
to the US truck market 

Mack had a 13.1 per cent 
share of the US heavy truck 
market (above 15 tonnes) last 
year compared with the 11.8 
per cent of Volvo GM Heavy 
Truck, Volvo’s 76 per cent- 
owned US subsidiary, the 23.9 
per cent of Navistar and the 
23.7 per cent of Paccar, both of 
the US and the 16 a per cent of 
Frei gh tim er, the US subsidiary 
of Daimler-Benz. 

Last year RVI produced a 
total of 82,900 vehicles with a 
gross vehicle weight of more 
than 3.5 tonnes, including 

21.000 made by Mack, com- 
pared with Volvo's output of 
65,760. These figures included 
80,250 trucks (Volvo: 60,200) 
and 2,650 buses (Volvo: 5,560). 

RVI has production facilities 
in France, Spain and the UK, 
while Mack has plants in the 
US and in Canada. Volvo 
trucks are assembled in Swe- 
den, Belgium, the UK, Portu- 
gal, the US, Brazil, Peru and. 
Australia. 

In Europe, Volvo has a 
strong position in the heavy 
truck segment (above 15 
tonnes), while RVI offers a 
complete range of light, 
medium and heavy trucks. In 
Europe last year RVI produced 

10.000 light trucks up to 6 
tonnes, a category where Volvo 
is not represented, while In the 
6-16 tonnes category it pro- 
duced 19.000 trucks against 
Volvo’s 6,000. 

Volvo, however, is one of 
Europe's biggest producers in 
the long-haul segment of the 
heavy truck market with an 
output of 19,000 trucks last 
year compared with RVTs 
6.000, while in the category of 
heavy trucks for regional 
transport the two groups were 
equal, each with an output of 
12 £ 00 . 

It remains to be seen 
whether the two groups can 
gain the benefits they seek 
from their alliance simply 
through minority holdings, 
without taking the outright 
step to a full merger. There is 
no doubt, however, that the 
Volvo/Renault deal has set a 
new pace in the accelerating 
restructuring of the truck 
industry both in Europe and 
potentially in North America. 

Kevin Done 


At last, performance engines 
without a drink problem. 



Until recently high performance 
diesel engines were a little on the 
thirsty side. But now Perkins have 
combined power with fuel-sipping 
economy in three advanced vehicle 
engines: the Eagle, Phaser and Prima. 

At times of high oil prices, they 
really come into their own. 

Operating economy is further 


enhanced by class-leading service inter- 
vals and minimal needs throughout. 

In addition, the operator enjoys 
significant earning power from un- 
matched productivity thanks to quicker 
journey times and greater efficiency. 

Perkins engines deliver excellent 
torque for more power, improved drive- 
ability and minimal noise. Naturally, 


they also meet all current industry 
standards and legislation on emissions. 

For more information on our 
complete razig<e from 5 to 1500 bhp 
contact Perkins on (0733) 67474. 

It could help solve a lot of your 
problems too. 


Exhaust emission standards are tightening. J o hn Griffiths reports 

Manufacturers face the 
‘clean truck’ challenge 


THE WORLD’S truck 
manufacturers are facing strin- 
gent exhaust emission stan- 
dards. These standards are 
likely to require substantial 
changes to truck diesel engine 
technology If they are to be 
met 

The particular targets of leg- 
islators both in North America 
and Europe are oxides of nitro- 
gen, instrumental in the forma- 
tion of acid rain, and particu- 
lates - tiny solids which carry 
toxic chemicals into the lungs 
and which, the International 
Agency for Research on Can- 
cer, part of the World Health 
Organisation, has classified as 
carcinogenic. 

As has been the case since 
car exhaust emissions first 
became the cause of serious 
concern in the 1960s, it Is the 
US which is leading the way in 
imposing tighter restrictions. 
Tougher standards are due to 
be introduced in the US next 
year, with a further tightening 
of the screw to take place in 
1991. 

The EC Commission is seek- 
ing to follow suit, although 
current European standards 
are much more lax than in 
North America. 

The first EC standards to 
limit emissions of nitrogen 
oxides, carbon monoxide and 
hydrocarbons became effective 
as recently as October 1 this 
year (previous regulations 


sure diesel fuel injection 
systems; 

ft have higher compression 
ratios and cylinder beads 
designed to promote "swirl” of 
the fuel/air mixture for better 
combustion; 

9 use "low sulphur" diesel 
fueL 

Ricardo, AVL (based in Graz, 
Austria) and other engine spe- 
cialists are in broad agreement 
that engines to meet these 
standards can be in production 
from next year using existing 
technology. Indeed, specialist 
engine producer Cummins, 


possible way of reducing the 
environmental impact of 
trucks. , . 

All development work is 
being undertaken against the 
background of intense competi- 
tion in the track industry, 
requiring also heavy outlays 
on new product development, 
improving quality and reliabil- 
ity standards, reducing fuel 
consumption and improving 
refinement and comfort levels. 

It is therefore likely to 
impose an additional heavy 
Rnanrial burden on European 
truck makers who are facing 


US EMISSION 

LIMITS FOR HEAVY DUTY VEHICLES 


1987 

1988 

1981 

1994 

Carbon monoxide 

15.5 

15.5 

15.5 

15.5 

Hydrocarbons 

1.3 

1.3 



Nitrogen oxides 

10.7 

6.0 

5.0 


Particulates 

— 

0.6 

0.25 

0.1 
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Tougher standards 
will be introduced 
in the US next year 
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Involved only the amount of 
visible smoke emitted). But in 
most respects they are no more 
severe than those introduced 
in the US four years ago and - 
despite months of discussion - 
no firm agreement has been 
reached between EC member 
States on the Commission’s 
proposals for further tighten- 
ing them. 

The demands that even the 
US 1991 standards have been 
making of the industry’s tech- 
nical ingenuity and research 
and development resources are 
considerable. 

According to Ricardo Group, 
the UK-based engineering con- 
sultancy which works on 
engine projects for most 
vehicle makers world- wide, in 
order to meet the 1991 stan- 
dards new heavy duty diesels 
will need, at the least, to: 

• be turbocharged and inter- 
cooled; 

• use sophisticated high pres- 


whose heavy duty diesels are 
fitted by a wide range of truck 
makers, has already unveiled 
one such unit capable of meet- 
ing the 1991 standards. 

However, Ricardo describes 
the 1994 standards as repre- 
senting “one of the greatest 
challenges facing the truck 
industry”. Meeting them, it 
says, will involve much more 
complex engineering solutions. 
These will have to include 
extensive use of electronic con- 
trols, the adoption of multi- 
valve cylinder heads and other 
features such as variable-vane 
turbochargers. Even then, ftu- 
ther clean-up measures will 
almost certainly be required 
such as exhaust catalysts and. 
“traps” to capture escaping 
particulates. 

It is indicative of the sever- 
ity of the problems that even 
research engines have only 
recently begun to meet the 
emissions levels required 
under testing. 

Navistar (formerly Interna- 
tional Harvester), the biggest 
US heavy truck producer, has 
had one of the most prominent 
test programmes with its *"94 
Smokeless" large-capacity die- 
sel. This unit, in prototype 
form, has been undergoing in- 
vehicle road testing for some 
time. When used with low-sul- 
phur fuel, says Navistar, it has 
already proved capable of 
meeting the 1994 standards. 

However, like other manu- 
facturers. Navistar is also con- 
ducting extensive research into 
use of alternative fuel engines, 
including turbines, as another 


dwindling profits as a result of 
the current sales downturns in 
some key markets such as the 
UK. 

Increasingly vociferous envi- 
ronmental groups remain 
unimpressed, particularly at 
the inability of the European 
countries to agree a timetable 
for the introduction of stifFer 
standards. Friends of the Earth 
is among several environmen- 
tal groups calling for Europe’s 
decision-making process to be 
speeded up. 

Even some politicians are 
expressing themselves frus- 
trated by the slow progress. Mr 
Chris Patten, the UK Environ- 
ment Secretary, has also urged 
his EC colleagues to bring for- 
ward firm decisions. 

Despite environmentalist 
insistence that only legislation 
will force the industry to clean 
up its own act, major manufac- 
turers insist that they are 
devoting extensive resources to 
the issue and that the 
long-term outlook for reducing 
exhaust emissions substan- 
tially are good. 

Mr Helmut Werner, head of 
Mercedes-Benz’s commercial 
vehicle division, which is 
spending around DM 250m a 
year on commercial vehicle 
emissions problems, said ear- 
lier this year he is confident 
that continuing improvements 
will produce a total 30 per cent 
cut in commercial vehicle 
exhaust emissions by the end 
of the century compared with 
current levels. 

This would be In the absence 
of any wholesale switch of 


freight transport from road to 
rail. 

Exhaust emissions, ho w ever, - 
are not the only environmental c 
issue facing the commercial * 
vehicle industry. 

Noise generated by heavy 
trucks is also a source of . 
incr easing concern, and requir- 
ing remedial action by manu- 
facturers. Engine encapsula- 
tion and modifications to fuel 
injection equipment are among 
some of the remedial measures 
being taken. 

However, consultancies 
working in the field suggest 
that a more Integrated 
approach is required- in order •• 
to achieve major reductions in 
the noise perceived both by 
drivers and bystanders. 

This entails full electronic 
control of the engine/gearbox 
to avoid high engine revs, 
designing the truck and trailer r - 
as a whole to optimise stream- 
lining and thus achieve smooth 
passage through the air; low- . 
noise cooling fans and even 
"active" sound suppression. 

The last-named, already pio- 
neered by Group Lotus on cars, 
involves the monitoring of the 
frequencies of noises being 
generated by the exhaust or 
other systems - and the gen- 
eration through microphones 
of noise of different frequen- 
cies to neutralise them. 

The industry is already well 
down the road to improving 

Noise generated by 
trucks is also a . 
source of concern 


the aerodynamics of vehicles, 
sometimes with help from Gov- 
ernment sources. For example, 
the UK-based Besco Bodies 
group is already marketing an 
adapted Leyland DAF 
Freighter rigid truck with frill 
aerodynamic aids. Its coeffi- 
cient of drag is cut from 0.716 
to 0.325 - good even by car 
standards. 

Aerodynamic drag increases 
with the square of the speed, 
and at 100 km an hour a truck 
needs four times as much 
power to overcome dreg as It 
does at 50kmph. Unsurpris- 
ingly, therefore, tests of the 
vehicle in normal operating 
conditions found that fuel con- 
sumption was also improved, 
by around 25 per cent - a 
quantum improvement which, 
if such aerodynamics become 
the norm an trucks, rep resents 
a substantial environmental 
benefit in terms of reduced vol- 
umes of exhaust emissions. 


THE TRADITIONAL 
conservatism of truck buyers 
has held back the adoption of 
new vehicle technology. Trans- 
port managers and fleet engi- 
neers usually assume that fun- 
damental engineering 
innovations invariably inevita- 
bly raise to initial cost prices 
costs and reduce reliability. 

In the US, vehicle specifica- 
tions are dictated in minute 
detail by trucking companies 
and productivity conscious 
owner-drivers. US manufactur- 
ers maintain or expand their 
market shares by giving cus- 
tomers the products they know 
and want, and pander to their 
individual tastes on such mat- 
ters as cab comfort and rudi- 
mentary styling. 

But US truck chassis, includ- 
ing those built by companies 
under European control, such 
as Volvo-GM, Freight liner 
(Mercedes- Benz owned) and 
Mack (now a Renault subsid- 
iary), remain crude. 

Frame, cab and suspension 
design in the US is reminiscent 
of European practice in the 
1950s. 

In Europe, British buyers are 
the most sceptical about new 
technology. However, influ- 
enced by innovative continen- 
tal manufacturers, many UK 
hauliers are more reluctant to 


Compressed air is readily 
available from the brake reser- 
voir to provide gearshift "mus- 
cle", but only with the refine- 
ment of electronic control has 
it been possible to achieve last 
finger-tip gearchanging with- 
out causing excessive gearbox 


Electronic wheel sensors 
have proved remarkably trou- 
ble-free, despite their exposure 
to violent movement, mud and 
salt spray. 

Users now realise that truck 
electronics can also raise oper- 
ating efficiency and help the 


Many of the new legal requirements 
can only be met through the application 
of microprocessors, electronic sensors 
and control valves 


Electronic wheel 
sensors have 
proved remarkably 
trouble-free 


condemn technical progress 
out of hand. 

A decade ago, It was o ft e n 
claimed that electronics on a 
truck were unnecessary, espe- 
cially in the damp British cli- 
mate, which was unkind to 
wiring and electrical connec- 
tions. A diesel engine, it was 
argued, is more dependable 
without electrical ignition. 

Power assistance, already 
taken for granted in truck 
steering, chitch and of course 
brake systems, is now being 
applied to gearchange mecha- 
nisms. 


wear or damage. 

In 1987, Mercedes-Benz, the 
world's biggest truck producer, 
took the lead by introducing an 
electronically-controlled gear- 
change, EPS, on its heaviest 
trucks as a standard feature. It 
was a gamble which perhaps 
only Mercedes could have 
taken. 

The company's vertically-in- 
tegrated structure allowed 
Mercedes to defray the on-cost 
of EPS across the whole 
vehicle and so avoid an unac- 
ceptable increase in price, 
while high production volumes 
helped keep unit costs down. 

Scania of Sweden preempted 
Mercedes' launch with its simi- 
lar CAG system, though this 
remains a listed and expensive 
additional option. Demand 
been modest, giving Scania lit- 
tle opportunity to reduce unit 
cost 

Fortunately, European truck 
builders have embraced elec- 
tronics and computer technol- 
ogy. 

In the 1980s, they were 
forced In this direction by a 
proliferation of safety and envi- 
ronmental legislation, which 
made ever increasing demands 
on performance. Many of the 
new legal requirements can 
only be met through the appli- 
cation of microprocessors, elec- 
tronic sensors and control 
valves. 

Following a European Com- 
munity directive on anti-skid 
braking, vehicles require elec- 
tronic signalling to sense 
wheel-lock and produce rapid 
braking force response without 
increasing stopping distances. 


driver. More powerful engines 
- some now developing 500 
horsepower - have led to cor- 
respondingly uprated gear- 
boxes, implying increased shift 
lever effort. 

Computer-controlled finger- 
tip gearshifting is also avail- 
able from Eaton and SF, pro- 
prietary transmission suppli- 
ers. 

Eaton’s SAMT system, devel- 
oped in the UK. is available on 
British ERF chassis and from 


seek to control fuel quantity 
metering and timing in 
response to legally permitted 
pollution limits. 

Fuel injection rates can only 
be regulated with sufficient 
accuracy by a sensor fitted on 
to the engine (or, in the case of 
US diesel makers, directly to 
the cylinder block). 

Metering equipment in pro- 
duction includes systems from. 
Lucas Diesel Systems of the 
UK, Cummins and Detroit Die- 
sel in the US and Bosch of Gar- 
many. 

Such systems also optimise 
fuel economy and performance. 

Chassis builders such as 
MAN are running prototype 
trucks with electronically man , 
aged engines and transmission 
systems. 

The driver only has to press 
the accelerator pedal. The 
gears change automatically 
when conditions demand, 
under instruction from a cen- 
tral ‘black box’ in which the 
electronics of the engine and 
the gearbox continuously inter- 
act. 


advanced than EPS "or CAG~ 
because it eliminates clutch 
pedal operation except when 
starting and stopping. 

Assisted gearchange systems 
encourage drivers to shift up 



Power assistance 

Is being applied to 
gearchange 
mechanisms 
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Electronics can improve efficiency, writes Alan Bunting 

European builders embrace * 
new vehicle technologies 
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Lower sales ar e forecast, writes Richard Feast 

Recession hits US demand 


hSE 5? h?™? “dustry has 

to be eheerful abtii* j£ 

ttc short term. But nobody 
fears a repetition of the catS 
trophe of almost a decade ago, 
vten the industry was hit bv 
"“gon aw* dereguJatton. ^ 

Medium and heavy truck 
sales were then about 180/KM a 
year, compared with the 

de c ad e s peak of more than 
3«y»0 in 1988. This year. tSS 
people say they “only" face a 
recession. 

to the early 1980s, medium 
ana hea vy truck sales fell by 
approximately 30 per cent, aays 
Mr Bernard Cambell, an ana- 
lyst at Data Resources Inc, 
Lexington, Maryland. “Right 
now, we’re forecasting a 
decline for 1991 of five to 10 per 
cent from present levels". 

A financial executive at 
Navistar, the country's 
heavy truck manufacturer 
explains: “People buy heavy 
trucks to move goods. If truck' 
ers don’t think there win be 
goods to move, they’ll postpone 
buying new trucks." That was 
happening before the prospect 
of conflict in the Middle East 
further dampened demand. 

Mr Terry Huber, Ford's 
heavy truck sales manager, 
confirms the dilemma facing 
hauliers. “They’re waiting to 
see what happens, even if they 
do need to replace their trucks. 
They can’t make any decisions 
until they determine what ton- 
nage requirements they’re 
going to have." 

DRI's Mr Cambell says: “If 
we’re not in the midst of a 

Overcapacity Is 
causing 
discounting by 
retailers 


recession, we're soon going to 
be. In the trucking industry, 
there is just too much supply 
given the present level of 
demand.” 

This overcapacity, particu- 
larly in the heavyweight Class 
8, is causing widespread dis- 
counting by retailers. Few 
makers appear to be operating 
at satisfactory margins, though 
with so much of America’s 
medium and heavy truck 
industry under European con- 
trol it is hard to determine 
profitability. Detailed results 



P'OdudBtoo lira Ml Ford’s Kantadky Truck Plant 

US retail truck gales 

By weight groups 


Light -duty 
0-14000 tbs 


Medium -duty 
14.001 -33,000 ft* 




Heavy-duty 
owr 33,000 bs 



imports! 


tend to get lost in the parent 
group's consolidated accounts. 

For example, Mr Jean-Pterre 
Capron, chief executive of Ren- 
ault Vfiiicnles Industrie!* has 
attributed RVFs substantial 
first-half losses to the US 
operations of its recently 
acquired subsidiary, Mack. But 
he was not specific. Navistar 
reported a small loss for the 
first three quarters, while at 
Paccar, builder of Kenworth 
and Peterbilt vehicles, p roFta 
are slim. Some indication of 
the market's lack of appeal 
came with September’s sur- 
prise decision by flat's Iveco to 
pull out of the IIS after the end 
of 399L 

Iveco, a long-standing 
medium duty competitor, is 
now the only major European 
truck maker without a sub- 
stantial stake in the. US. Bs 
European rivals moved 
strongly into US mannfactnr- 
ing during the 1960s: Mercedes- 
Benz with Freightliner, RVT 
Volvo with 




Benz with Freightliner, BVI 
with Mack, and Volvo with 
White and GMC. 

Sides of Class S trucks were 


down IB? per cent in the nine 
months to the end of Septem- 
ber to 92,908 compared with 
the same period a year earlier. 
This trend is worsening. Sales 
in September were down 
almost a fifth at 9,100. The 
uncertainty has caused makers 
to scale back earlier estimates 
of year-end Class 8 sales. They 
now vary widely, with Mack in 
the middle of the bunch wfth 
110,000. While mans g remains 
the trucking bellwether for the 
health of the economy, sales of 
medium duty trucks in Classes 
4 to 7 are traditionally much 
less volatile. 

However, they too were sub- 
stantially down in the first 
three quarters - by 11 per cent 
to 214,100, according to the 
Motor Vehicle Manufacturers* 
Association. Earlier expecta- 
tions of a strong final quarter 
of this year have now been for- 
gotten- The slow down will 
co ntinu e well into the first half 
of next year, hut with a stron- 
ger second half malting up for 
some of that lost business, says 
Mr CambdL 


The current lack of dealer 
orders baa caused sporadic 
weekly shutdowns across the 
industry. They will become 
more frequent as the economy 
deteriorates. 

The eSect of a conflict in the 
Middle East is likely to depress 
demand still further, though 
any resulting fuel price 
increases might also stimulate 
demand for more efficient 
trucks. 

In addition, truck buyers are 
faced with additional coats 
tram next year, put at approxi- 
mately $500 a truck by one 
vehicle builder. 

Truck makers responded to 
the tougher exhaust emission 
regulations which apply from 
January l 1991 by adopting 
electronic en gine management 
contrails. These costly changes 
allow trucks to meet the stan- 
dards without suffering any 
performance penalty, particu- 
larly important to long-haul 
operators. Emission regula- 
tions will be further tightened 
in 19M. Manufacturers believes 
the only way to meet those 
standards is to opt for exhaust 
dust traps, but the truck opera- 
tors, will have to meet the 
additional purchase costs and 
higher maintenance bills. 

Equally, truck makers are 
none too thrilled at the opera- 
tors' attempts to raise support 
in Washington for use of 
trucks which pull twin 48 ft 
trailers. IT the proposal became 
law, an operator could halve a 
tractor cab fleet overnight 
because one truck would be 


Analysts say the 
slow down will 
continue well Into 
next year 


ahto to do the work of two. All 
this increases the pressure for 
cost cutting throughout the 
industry. Blade’s farmer chair- 
man Mr Ralph farina said his 
company was trying to slash 
$3,000 off the cost of producing 
a track. (The newly-appointed 
chairman is Mr Elios PascuaU- 

At Navistar, president Mr 
Neil Springer talks of a three- 
year plan to take $1,500 out of 
the cost of a truck. 

Memories at the early 1980s 
are too painful tor anything 
less radical. 


JAPAN’S FOUR makers of Ug 
trucks, the 3.S tonners and 
above, face a period of 
cut-throat competition doe to 
higher interest rates, uncertain 
oil prices, a stagnant US mar- 
ket and a labour shortage. 

Since 198?, a thriving Japa- 
nese economy sent sales of Ug 
trucks soaring. This was wel- 
come news for Mitsubishi 
Motors (MMC) and Isuzu 
Motors, which also manufac- 
ture cars and buses, but even 
more so for Htao and Nissan 
Diesel, which make only large 
trucks (Including buses). 

The booming domestic mar- 
ket dramatically affected the 
sales of Japan's number one 
truckmaker. Htbo, which out- 
stripped all its rivals in the die- 
sel heavy-duty category for the 
16th consecutive year. Ohio, 
10.8 per cent owned bp Toyota, 
sold 57,260 medium and 
heavy-duty trucks in 1989 far 
almost 30 per cent of the mar- 
ket. That translated into a 33 
per cent increase and net sales 
of $l£62m, up 4JI par cent over 
the previous fiscal year. 

Nissan Diesel (ND), the 
smallest of the big four in 
terms of production, appears to 
be gradually closing on its big- 
ger rivals. Between April and 
■ September this year, toe com- 
pany sold 9.100 units, 13 per 
cent up from its 2ZJ3 per cent 
share of the market a year ear- 
lier. ND spokesman Mr Yarn 
Motohashi says the company 
plans to promote sales of four- 
tonne payload trucks, which 
account for more than half the 
total track sales of mare than 
as tonnes. ND also plana to 
expand sales of its new heavy 
duty series (15 to 20 tomes) to 
overseas markets. 

In sprite of the bad portents, 
the short term outlook is still 
rosy. Japan's Ministry of Inter- 
national Trade and Industry 
(M1TD predicts this year’s sales 
will top last year’s record 
186,700 medium and large-size 
trucks registered in tiie domes- 
tic market Moat analysts pre- 
dicted that the 1990 annual 
sales figure would fall around 
15JD0Q vehicles short of 1989, 
which was itself a remarkable 
70 per cent increase ova- 1986, 
when only 110,000 Mg trucks 
were sold. The last time sales 
approached this level was In 
1979, when new registrations 
totalled 185,732 unit*. 

However, the rate of increase 
in sales h«« about halved this 
year from the 10.4 per cent 
year-on-year growth achieved 
last year, and the peak has 
e nded , according to the head of 
BflTTs Automobile Division 
Section, Mr Toehio Kawash- 
ima. 

Although public Investment 
could continue to prop sales, 


Japans Trucks and buses 


Production 
50 





rising interest rates and oil 
prices could dampen the mar- 
ket, he says. 

Demand for big tracks comes 
mainly from two sectors - 
lawn transport companies and 
the construction industry. Of 
these, transport companies buy 


Though now under deregula- 
tion, transporters cannot raise 
customer freight rates, which 
means wages have stagnated 
and drivers are fleeing to more 
attractive jobs. No drivers, no 
new trucks, says Mr Marvin. 

He rlaima flat or ri«?Un1ng 


MITI predicts that sales will top last 
year's record 186,700 medium and 
large-size trucks registered In the 
domestic market 


the most new trucks in a pre- 
dictable replacement cycle that 
mans eight or nine years. Oamt- 
TMwrioa replace old tracks and 
buy new ones during economic 
. boom times, and hang on to old 
ones when times get rough. 

Japan’s tight labour market 
win also apply greater pressure 
to transport companies. Mr 
Steven Marvin, chief automo- 
bile market analyst at Jardme 
Fleming securities, says the 
hi g hl y regulated freight indus- 
try is characterised by low 
wages long w orking hours 
below industry standards. 


for big tracks in 1991 are 
almost inevitable as the 
replacement cycle fades. 
Almost 80 par cent of demand 
for Mg tracks is a function of 
the replacement cycle, he says. 
The size of the decrease will 
depend on interest rates and 
oil prices. 

Sales have already been hit 
by economic stagnation 
abroad, which has exacerbated 
the long-term decline in 
exports due to the strong yen. 
Japan’s export sales of big 
trucks from January to August 
this year totalled fewer than 






1965 1970 75 80 85 69 

ltot»^iap«/U*WTi3fafcMMn uft g t ur»CT A«»o cJ *tan 

JAPAN 

A period of 
cut-throat 
competition 


625,000, (about 20 per cent of 
them knock-down units), a fall 
of 66,000 from the previous 
year's lewd. 

MMC’s share of the track 
and bus export market fell 
about 20 per emit to just o ver 
177,700 in 1989 after six straight 
years in the 220,000 to 27iyW0> 
unit range. Meanwhile, the 
Industry export total fall about 
21 per cent The only bright 
spot appears to be Australia, 
where nearly 17,000 trucks and 
buses were sold in 1989, com- 
pared to 1,000 or so in 1986. 

As recession looms in the 
US, the biggest foreign market 
for Japanese truckmakers, 
sales there have plunged. 
Japan exported around 137,000 
trucks and buses to the US in 
both 1986 and 1987. By last 
year, sales of big tracks had 
dwindled to 56,688. 

The big four truckmakers 
are trying to to hedge against 
uncertainty by joining forces 
with foreign producers. These- 
long-terra moves could pay off 
in the form of technology 
transfer, mutual market access 
and diverse farms of coopera- 
tion, but appear to have negli- 
gible short-term benefits. 

Since Mercedes-Benz tracks 
first appeared in Japanese 
showrooms last autumn 
( thanks to 21 distributors of 
Stuttgart Truck and Bus Sales, 
a joint MMC-Daimler Benz 
joint venture), a token 130 
small trucks (of under 3.5 
tonnes) have been ordered, 
with only 80 of those actually 
registered by the end of 
August. MMC say's it does not 
know the level of sales for Mer- 
ecedes-Benz’s pricey 450-plus 
horsepower, heavy-duty long- 
haul tractors, but admits that 
it is “very small". Regular 
MMC trucks are sold through 
47 Fuso dealerships nation- 
wide. 

Isuzu sealed a similar 
arrangement last year with 
Volvo Truck Corporation to 
market the Swedish company's 
long-haul tractors in Japan. 
Although less than one quarto 
of Isuzu’s sales derive from 
medium and heavy-duty trades 
(as against more than 36 per 
cent from light trucks), Isuzu 
recorded impressive figures for 
big trucks in financial year 
1989. Total sales increased 1A8 
per cent over 1988, with unit 
sales growing 1(L2 per cent to 
74 jOOO medium and heavy-duty 
units. Exports made up 23.7 per 
cent of total big truck sales, up 
2L7 per cent over last year. 

In exports, Isuzu ranks sec- 
ond only to Hino , with sales of 
25,139 in the financial year 
1989, bolstered by its 7-series 
medium-duty trucks. 

Chris Perry 
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THE AE RANGE, 

A NEW DIMENSION IN SPACE. 
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RENAULT TRUCK 





'ft's the Ergovision Instrument panel- that invites you 
to sit down. And driving the AE is a real pleasure in and by itself, even on those long - 
distance runs. Renault's engineers made sure that the driver’s environment would be 
vibration-free, soundproof and climate-controlled. Four-point cab air suspension, 
fully-integrated aerodynamics, visibility 'like you've never seen, air conditioning, 
power-operated sun screens, and much, much more. With the AE. Renault V.L'has 
created a truck that perfectly blends efficiency, reliability, passive and active safety 
(disc brakes), driving pleasure on duty and a relaxing envi- 
ronment off duty. And both the 503 and 374 -hp power plants 
are pro! liability- oriented, in the long haul. After all, #/a 
, ve g es jg n eG and manufacture the RENAULT AE sc 
u<tm."LMmt»s«ndsH ,, Du can | 0 g hundreds of thousands of trouble-free 

kilometres. That’s why we made it so comfortable. 
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COMPETITION among 
European bus manufacturers Is 
intensifying as they prepare 
for the single market in 1992. 

. They have been consolidat- 
ing their positions within tfwir 
home markets and some are 
expanding internationally 
through takeovers, mergers 
and joint ventures. 

This process, which follows a 
sim il a r trend in truck muiring 
has affected every major Euro- 
pean bus maker except Scania 
whose Scania-Bussar subsid- 
iary in Sweden produces 2,000 
to 2£00 buses a year. 

Some bus deals have coin- 
cided with truck takeovers. 
The latest is the acquisition by 
Italy's Iveco, the commercial 
vehicle arm of Hat, of 60 per 
cent of Spain’s leadin g com- 
mercial vehicle manufacturer 
En asa, maker of Pegaso trucks 
and buses. While primar ily 
concerned with the Spanish 
company’s truck activities, it 
will add some 1,000 bus and 
coach chassis to Iveco's pro- 
duction portfolio. 

Iveco is Italy's dominant bus 
manufacturer. After acquiring 
its biggest single rival. Sicca 
SpA of Vittorio Veneto, last 
year, it claims 80 per cent of 
the market in terms of chassis. 
It is less do minan t in bus and 
coach body construction, but it 
also owns Orlandi. which 
makes a variety of coach bod- 
ies at its Bologna plant 

With the takeover of Sicca, 
Iveco secured a strong home 
base for its bus making activi- 
ties in the face of European 
competition. 

Other companies have taken 
even stronger action. In the 
Netherlands, Daf NV of Eind- 


Bus makers are preparing for 1992, writes Eric Gibbins 

Competition intensifies 



Going Dutch: after reviewing prospects for the 1990s, Daf and Bova Joined forces to create United Bus 


boven and Bova NV of Valken- 
swaard, citing "a growing mar- 
ket for service buses, keener 
international competition in 
post-1992 Europe and greater 
concentration within the 
Industry", formed United Bus 
(UB) last year after a joint 
review of market requirements 
in the 1990s. 

Mr Aart van der Padt, chief 
executive of Daf; said: "We see 
the bus market moving to a 
situation where operators will 
buy from the coach builder. 
This is why we have estab- 
lished United Bus.” 

At the time of UB’s forma- 
tion, Daf s bus production was 
in the hundreds rather than 
thousands and other compa- 


nies were expected to join the 
group. 

Earlier this year, Op tare, the 
British bus builder established 
in Leeds at the former Leyland 
Group factory of Charles Roe, 
joined UB. Optare, which had 

Few bodybuilders 
have sought export 
markets 


previously absorbed the bus 
making activities of Midlands- 
based MCW, the long-estab- 
lished maker of double deckers 
anri minib use s In the Midlands, 
became the UE linchpin of 


UB’s operations. It absorbed 
the operations of Daf Bus UK 
and moved them from the 
Thame HQ of Daf NV to Leeds. 

No sooner was this move 
agreed than another Dutch 
company, Den Oudsten, joined 
UB, although the deal did not 
include Den Oudsten’s North 
American activities (It owns 
New Flyer Canada). 

UB has since linked with 
Danish company DAB Silke- 
borg A/S, once part of the Ley- 
land Group. In 1989, DAB sup- 
plied 60 per cent of the bodies 
for Danish service buses, of 
which more than 80 per cent 
were fitted with Daf engines. 
UB now has a 40 per cent inter- 
est in the Danish company. 


The link with DAB brought 
UB anniMi turnover to £184m 
and production to approxi- 
mately 1*850 bus nhawriK and 
1,150 complete buses and 
coa ch es a, representing 6.5 per 
C8ut of the European market. 

UB now hopes to compete 
with the *big league’ bus mak- 
ers, led by Volvo, which nar- 
rowly datms E uro pean market 
leadership over Mercedes, 
through its ownership of Ley- 
land Bus in the UK. 

Since July, Volvo has also 
owned the bos operations of 
Steyr in Austria. The Swedish 
company has a majority hold- 
ing in a new company called 
Steyr Bus, formed with Steyr- 
Daimler-Puch, to which all 


Steyr bus activities have been 

transferred. 

Echoing Mr van der Padfs 
forecast that sales would 
become led by bodybuilders, 
Mr Larserik Nilsson, president 
of Volvo Bus In Gothenburg, 
pointed out that since his com- 
pany was primarily a manufac- 
turer of bus chassis, it needed 
close cooperation with body- 
builders in its various markets. 

"Steyr is today market 
leader in the area of city and 
intercity buses in Austria and, 
in cooperation with our new 
partner, we see good opportu- 
nities to develop that existing 
business even further. In addi- 
tion, our new base In Vienna 
will be of strategic importance 
for our future development 
plans for Germany and eastern 
Europe", said Mr Nilsson. 

Volvo Is one of several com- 
panies with eyes on eastern 
Europe, especially Hungary, 
whose Drams company is 
claim ed to be the world's big- 
gest bus maker. With an 
annual production of more 
than 11,000 buses last year 
(down foom 14,000 only two or 
three years ago), however. Bea- 
ms is in severe difficulties. 
Help from the west - the com- 
pany has indicated that it 
would like west er n investment 
- seems the only solution. 

German comuanies are the 
likeliest partners for Ikarus, 
ho wev er. MAN, which builds 
around 1,500 heavy buses a 
year, has long associations 
with the Hungarian heavy 
vehicle industry and could be a 
contender. So could Mercedes, 
which with an annual output 
of more than 5,000 buses is 
Volvo’s main rival in terms of 


European market leadership. 

Kaess bohrer and Neoplan, 
which produce more than 2,000 
and 1,000 vehicles respectively. 


Mercedes is 
Volvo’s main rival 
in Europe 


are likely to merge with 
Ikarus. Their strength is pri- 
marily in luxury co ache s. 

To compete effectively in a 
bigger market, manufacturers 
have also been trying to offer a 
broader range of vehicle s . Ren- 
ault Vdhicules Industrials in 
France recently completed its 
line-up of passenger vehicles to 
meet the 1990s. Like Iveco, 
Renault dominates its home 
market. The chief competition 
comes from Belgium, where 
Van Hool has become a major 
European force in recent years. 
Claiming to produce 1,400 
buses a year. Van. Hool has 
acquired fellow Belgian bus 


builder LAG Bus and with it a 
brand new coach building fac- 
tory at Brae. The company has 
indicated that this wlB give it a 
production capacity of 1,400 
vehicles per year. 

Van Hool is primarily a bod- 
ybuilder. using other compa- 
nies’ '•hflggfa or front and rear 
modules for its integral bus 
and coach designs — in short, 
the sort of partner being 
sought by the chassis makers. 

Few bodybuilders .have 
sought markets outside their 
own countries and bodybuild- 
ing largely remains a local 
business. However, Britain’s 
Plaxt on Group established 
itself in France last year by 
acquiring Carosserie Lorraine 
from Iveco. Although 100 per 
cent owned by Plaxton, the 
French company continues its 
association with Iveco by 
building on Iveco chassis. 

Plaxton 's policy, like Van 
Bool’s, is to seek chassis part- 
ners for mutual benefit - a 
formula which may provide 
the pattern for the future. 


COMPONENTS 

An important 
part to play 


Your competitor’s 
weekly guide to the 

North Sea 



G. Sutherland, Director Corporate Finance, 
Shearson Lehman Hutton International. 

T his comment explains why so many people in key positions in the 
oil and gas industry rely on the Financial Times North Sea Letter. 
Shouldn’t you be sharing their advantage? 

North Sea Letter watches every aspect of North Sea business - 
exploration, construction, production, finance, regulation, safety. 

It tells its subscribers what is happening and, more important, 
what is going to happen, predicting events and anticipating official 
announcements . 

Sample a copy of North Sea Letter FREE of charge. 

Simply write to Mark Brooks at . . . 
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GLOBALISATION of pro- 
duction among vehicle makers 
is being increasingly replicated 
by a relative handf ul of large, 
independent suppliers of key 
components such as engines, 
transmissions and axles. 

Companies like Eaton Corpo- 
ration and Rockwell, best 
known for their gearboxes and 
axles, and diesel engine-mak- 
ers Cummins and Perkins, 
have established a secure cus- 
tomer base among truck mak- 
ers, who tend to be much more 
willing to use bought-in compo- 
nents - including engines - 
than their car-producing coun- 
terparts. 

There are compelling rea- 
sons for medium-sized and 
smaller truck makers to use 
the independents. 

World commercial vehicle 
sales are only about one-tenth 
those of cars, and trucks repre- 
sent a smaller proportion stilL 

Economies of scale on such 
complex components, which 
can cost hundreds of minions 
of dollars to develop and put 
into production, are therefore 
hard to find , even for the big- 
gest truck producers. 

It can make good sense for, 
say, Rockwell to focus its spe- 
cialist expertise an developing 
a range of axles which can be 
used by virtually any truck 
maker. 

Rockwell itself achieves 
economies of scale by spread- 
ing sales across a broad cus- 
tomer base and its customers 
receive axles which are likely 
to he cheaper and better than 
an individual truck maker 
could develop and produce 
itself. 

"It stands to reason that no 
individual truck manufacturer 
can possibly claim at any one 
time that his trucks have the 
best engine, gearbox and axle 
Just because they've all been 
done in-house”, says Mr Peter 
Foden, chairman of ERF, the 
UK’s last independent publicly- 
owned heavy truck maker. 

ERF itself provides an exam- 
ple of how a small truck maker 
can survive - indeed, flourish 
- by making extensive use of 
the large independent compo- 
nent groups. 

In the early 1980s, ERF stan- 
dardised its entire product 
range around Cummins 
engines, Eaton’s Fuller gear- 
boxes and Rockwell axles. 


Many of the 
smaller suppliers 
have fallen by the 
wayside 


This allowed it to simplify 
truck designs and production, 
as well as obtain better terms 
from suppliers because of the 
higher order volumes. 

Inevitably such develop- 
ments have been causing a 
polarisation in the components 
sector, with the large, techno- 
logically well-endowed groups 
becoming more powerful and 
many of the smaller, tradi- 
tional suppliers failing by the 
wayside. 

By any measure, the larger 
players give every indication of 
lo ng-te rm growth, despite a 
current profits squeeze being 
experienced in some important 
world markets, such as the 
United States. 

That squeeze is exemplified 
by Baton Corporation’s 13 per 
cent drop in operating profits 
from its automotive compo- 
nents activities in 1989, and 
continuing pressure on mar- 
gins in the current year. 

In spite of that, it still man- 
ged an operating profit on 
these activities last year of 
2255m on sales of $2.lbru 
Additionally, Eaton is far 
from totally dependent on the 
volatile automotive sector. 

The company’s total sales of 
$3.67bn last year reflect an 
extensive presence in more 
generalised control systems for 
the transport, defence and 
aerospace sectors. 

As stressed by chairman Mr 
James Stover, Eaton knows 
that its ability to r emain com- 
petitive will depend heavily 
not just on driving its costs 


base down, hut on maintaining 
a high level of investment in 
research and development. - 

For Eaton, tha t ihaa meant 
research and development and 
capital spending of $L3bn in 
the five years up to the start of 
this year, with similar levels 
planned for the future. 

Cummins, Rockwell, Per- 
kins, the Mg UK-heaquartered 
BTR Group, TRW of the US 
and the other majors in the 
sector all operate under similar 
rules. 

Rockwell, for example, while 
larger and more diverse than 
Eaton - nearly $4bn of its 
$12bn sales last year came 
from aerospace — had world- 
wide automotive component 
sales of more than $2.4bn, of 
which around two-thirds comes 
from heavy truck customers, 
like Eaton, Rockwell’s vehicle 
component activities also came 
under profits pressure, with 
oper ating earnings faTHng mar- 
ginally to $l80m despite record 
turnover. 

Rockwell exemplifies also 
the global approach in the 
vehicle components business. 

. The company has manufac- 
turing plants in 15 countries 
making brake systems and 
other components, as well as 
axles, for off and on-highway 
trucks, buses and trailers as 
well as cars. 


The larger players 
give every 
Indication of 
long-term growth 


R&D spending is cammensu- 
rately heavy, and Rockwell’s 
vehicle components activities 
appear poised to benefit from 
synergy with its electronics 
businesses, its largest single 
sector with sales of nearly $Sbn 
last year. 

Truck makers are making 
increased use of electronics to 
manage fuel injection and 
other systems, as well as a 
means of coping with tougher 
legislative standards for 
exhaust emissions and compet- 
itive pressures to improve fuel 
economy. 

Here, too, international con- 
vergence is taking place, creat- 
ing opportunities for those sup- 
pliers with substantial 
development resources and a 
willingness to co mmi t them- 
selves to following the vehicle 
makers into globalisation. 

Until recently, western 
Europe was much more lax 
than the US in its approach to 
pollution by trucks, demanding 
little more than a visual smoke 
check. 

However, the first limits on a 
range of emissions were intro- 
duced last month, and by 1994 
the European Co mm unity 
hopes to have in place a frame- 
work of standards which will 
virtually replicate tough new 
limits being introduced to the 
US that year - and which will 
require similar solutions from 
component makers. 

With western markets fairly 
well developed, the major com- 
ponents groups have been 
looking increasingly to 
strengthen their presence in 
developing countries, particu- 
larly Brazil and elsewhere in 
L a tin America. 

However, the opportunities 
offered by the opening of east- 
ern Europe remains uncertain, 
at least in the near term. 

As Mr Noe! Goutard, chair- 
man of the French components 
maker Valeo recently pointed 
out to the Economist Intelli- 
gence Unit, -we have to con- 
sider the interests of our share- 
holders. Eastern Europe is not 
yet a true free market economy 
and that makes any involve- 
ment a risk. 

“If one of our existing part- 
ners asks us to go into eastern 

“"EPJ® =« «P a supply to 
° n ® °f their own ventures, and 
if they offer a contract which 
guarantees a return on our 
inve ^ n } em * 01611 °f course we 
would .do it. But we are not the 
Salvation Army ..." 
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SECTION III 


DISTRIBUTION SERVICES 


^ _ The increasingly 

pan-Euro pean needs 
I — - of customers means 

that distribution 

companies are 

jj gying to reasse ss theirstrategies. 
The approach of 1992 means a 
clear view of the organisational 
and operating ch anges wilt be 
needed, writes Paul Abrahams 

The world’s 
the limit 


Tuesday November 6 1990 


THE EMERGENCE of logistics 
as a means of achieving com- 
petitive advantage is leading to 
a fundamental restructuring of 
the turbulent distribution ser- 
vices industry. 

The restructuring is cus- 
tomer driven. Increasing num- 
bers of manufacturers and 
retailers are divesting them- 
selves of their in-house distri- 
bution divisions. They are 
using outside logistics special- 
ists to provide them with 
transport and warehousing ser- 
vices instead. 

The main reason for this 
trend is that many mm p arri^ 
view distribution as a capital, 
fuel and labour intensive activ- 
ity that lies outside their core 
activities. For many concerns, 
logistics represent between 16 
and 35 per cent of total reve- 
nues and are often the second 
most important source of costs. 

By ridding themselves of 
their transport divisions and 
using outside expertise, these 
businesses hope to reduce their 
operating costs as well as 
improving their marg ins and 
balance sheet. This is achieved 
by reducing the workforce 
directly employed in distribu- 
tion, and minimising capital 
investment in tracks and other 
transport-related items. 

The trend fir tetaHas sad 


manufacturers to use outside 
logistics companies has been 
accelerated by the growing 
cost and complexity of modern 
logistics. 

"Effective distribution 
systems are becoming increas- 
ingly complicated and are 
beyond the management exper- 
tise of most manu facturing and 
service companies,” says Mr 
John Harvey chairman of Tib- 
bett & Britten, the transport 
group. 

-Running a warehouse with 
an electronic data interchange 
system and 500 people working 
six or seven days a week 
around the clock for 364 days a 
year is not an easy business.” 

The technological demands 
of logistics are also becoming 
greater. Mr Robbie Burns, 
managing director of Exel 
Logistics, a division of NFC, 
explains that substantial 
investment is required in infor- 
mation technology if vehicle 
fleets are to be properly 
exploited, goods tracked in 
transit and electronic data 
interchange systems used 
effectively. He explains that 
few manufacturers find such 
technology easy to manage or 
fond. 

With their expertise, the 
logistics companies claim to be 
aide to offer cnmpip te supply 


chain management which is 
highly reliable and cost effec- 
tive. They can also provide the 
advantages of "just-in-time” 
Inventory systems which gfln 
help reduce stocks and 
improve their return on capi- 
tal. 

-The aim is to develop part- 
nerships between foe customer 
and the logistics company, 
rather than the cus- 

tomer/supplier relationship,” 
says Mr Richard Dawbant 
chief executive of Unite d 
Transport, a division of BBT. 

The first companies to take 
advantage of such relation- 
ships were the UK food retail- 
ers during the second half of 
the 1980s. These wrested con- 
trol of foe sector's logistics 
from the lpanufa ^n rw w hich 
had previously dominated the 
supply chain. 

Businesses such as Marks & 
Spencer were Mile to Increase 
the amount of sales-space by 
increasing the frequency of 
deliveries and eliminating the 
need for most of their stock- 
rooms. To guarantee reliability 
they used outside contractors 
to manage their deliveries and 
warehouses. For example, 
Sainsbnrys, the UK retailer, 
owns only four of its warehous- 
ing centres and uses 17 others 
which are operated by logistics 
suppliers. 

However, a second wave of 
logistical innovation is now 
being implemented - this time 
in the fi«»M of manufacturing. 
Companies are looking for the 
logistics concerns to provide a 
complete supply chain from 
component suppliers to the 

wiawnfnr fm w and thaw on tO 

wholesaler and retailer. 

The problem for the logistic 
suppliers is that their custom- 
ers are demanding ever more 
expensive technology and ever 
greater geographical coverage. 
The technofogy does not come 
cheaply: last year, to example, 
DHL spent $250m on automa- 
tion, computer systems and 

The reason for the need for 
greater geographical coverage 
is the sing le European market 
in 1993. fo preparation for 1993, 
multi-national companies are 

jwrr ea sing l y rarinr-ing the nuro- 

ber of manufacturing plant* 

"Quite simply, we are mov- 
ing from national manufactur- 
ing to pan-European manufac- 
turing,” explains Robbie Burns 
at ExeL "Companies are 
star t in g to reduce tin number 





©ft 


Royal Mad Maraafcmal — a di 
man ibn Homs every y oar. Tim 

of factories, and those that 
remain are specialising. The 
consequence is that the logis- 
tics suppliers wQl have to pro- 
vide pan-European transport 
systems moving components 
and flnighnd goods across the 
Continent” 

One recent study suggests 
that the number of freight 
movements in Europe Is likely 
to Increase by about 30 per 


naarvtea done to many (marts — handM mo 
wa grow further oatfm single mortal opens 


cent over the next ten years. 

A fortber reason for distribu- 
tion companies to develop pan- 
European networks is so they 
can provide services to 
national retailer customers 
they already service in the UK. 
Marks & Spencer, the UK 
retailer, already operates in 
eight countries, for example. 

Demand for services in cen- 
tral and eastern Europe Is ateo 


growing.- DHL estimates that 
consignments carded Into foe 
Soviet Union were up by 164 
per during foe first quar- 
ter of thin year. 

There are, however, consid- 
erable difficulties in settingup 
such networks. Although it 
mw take time far distribution 
companies to create a system 
fining fir ganin growth, acquisi- 
tions a ^ m present problems. 


A number of distribution 
companies have had difficul- 
ties assimilating continental 
a ypricffininc into their systems. 
The problems of integrating 
mm p i tp r systems and standar- 
dising working practices can 
be considerable. 

In addition, the individual 
national markets remain stub- 
bornly different The industry 
in Germany, for example, 
remains hi g hl y regulated an( i 
is protected in trams of tariffs. 
Meanwhile, in France, the sec- 
tor has been deregulated and is 
now highly competitive. 

Mr Richard Dawbarn at 
United Transport estimates 
♦hat giwrft deregulat io n in 1988 
rates have fallen by between 15 
and 20 per cent in real terms. 

The ttwawriai large capital 
costs involved in geographical 
expansion and increasingly 
expensive technology are tak- 
ing foeir toll of the distribution 
companies, however. Even 
before the Iraqi invasion of 
Kuwait, it was dear that foe 
Industry was In the process of 
restructuring. 

Federal Express has recently 
admitted it Is not making 
money on its European 
operations and has completely 
restructured its UK operations, 
while Nedlloyd, the Dutch 
transport group which has 
been building up a network In 
Germany, recently decided not 
to an interim dividend 
after its half-year profits were 
nearly halved. 

The sector, which Is volume 
sensitive, is now faced with the 

danger of falling demand 
caused by a slowdown in the 
world economy. 

At Ww* «mn> time, ftw fuel. 

thirsty Iwrt nnl r y in faring fining 

costs following the invasion of 
Kuwait. The UK-based Road 
Hawiaga Association, which 
represents about 11,300 opera- 
tors, wi Hmi i tett that hmvtrpdn 
of small companies have 
ceased trading. 

However, some larger com- 
panies are also linking vulner- 
able, particularly recant man- 
agement buy-outs which have 
high gearing . In the UK, the 
most casualty has 

been Rockwood Holdings, the 
USM freight and distribution 
company, which went into 
rec tt renhip in July. 

"The next 12 mnnthn are 
going to be interesting,” says 
Mr Rums at ExeL “They're 
aim going to be 


Hi THIS SURVEY 

■Operate!* engage low geer. 

There has been feverish take- 
over activity in (he courier and 
express Industry and nearly 
all companies are losing 
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financially and in terms of 
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Editorial production: 
Heather Parker 


Could this be the vehicle 

the distribution industry has 

' been looking for? 



We believe it is. 

From 13th to 16th June next year, over 500 
leading decision makers on logistics and 
distribution strategy wffl be on board the Canberra 
for the most important senior-level conference 
ever organised for the industry. 

Logistics ’91- The first event to give d e legates 
an opportunity to meet top executives from their 
major suppliers, to discuss and address all the 
latest logistics developments. 

Delegates invited to Logistics ’91 'will att end 
free of charge. They will be offered conference 
tailored to their specific needs and 
structured, time-efficient meetings at the very 
highest level, plus of course a rare chance to mix 
with al large number of fellow delegates. 


... 
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If you would like to know 
more about Logistics ’91, 
please call Julian Gorst on 
081-948 5166, or simply 
return the coupon. 


Organised by mop create in association with 


uoopers 

&Lybrand 

Deloitte 

, London House, 243-253 Lower Mfxtiake Road, Richmond, Surrey TW9 2LS. 



Please send me farth e r mfomafiort about L oriste 91 fe- 


Conjpany 


^ Address 

► Job Trie Postcode 

^ Send to EMAP Events Limited, FREEPOST 
p. OX 1140), RICHMOND, Surrey TW9 1BR. 


.Tel No. 



THE LOmsnCS AND DISTRBUTION FORUM ► 
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Breakdown off distribution costs 
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| TOTAL DISTRIBUTION COSTS BY INDUSTRY SECTOR 


STORAGE 
% costs : % sales 

INVENTORY 
% costa : % sales 

TRANSPORT 
% costs : % solos 

ADMW/OTHER 
% costa : % sates 

PACKAGING 
% coats : % sales 

TOTAL 

% costs : % sales 

M DAT 

Manufacturing 

Ratal! 

Wholesale 

2449:206 
48.82:1.82 
44.01 : 1.01 

240 : 0.71 

13.56 : 0-53 
17.64 : 0-64 

41.87:333 
28454 : 1.11 
17.52 ; 0.64 

1239:1.34 
1083:041 
19-58 : 0.71 

9j44 : 0.80 

0l44 : 0.02 
1.24:005 

100.0 : 244 
100-0 ; 3.88 
1000 : 3.65 

Consumer Goods 
Manufacturing 

Retail 

Wholesale 

3222:286 
36JS9 : SL41 
2282:074 

2087 : 1.56 
13.01 : 1.21 
17J6:5S1 

33J0:1S1 

4&2S : 44S1 

7.58: 238 

5£Z:038 
270:035 
44.73 : 1522 

219 : 0.16 
041:004 
1.70:058 

sal 

Hi 

Industrial 

Manufacturing 

17.51:1.57 

38.70 : 3-47 

31.92:286 

6.85 : (LSI 

5.02:045 

100.0:297 

Other 

1163 : 1.48 

69.13 : 7-42 

1278:1.37 

’ 211 : 0-33 

1.36 : 0.15 

1000 : 1078 

Overall 

31.49: 2-31 

17.77 : 1.31 

3274:285 

228 : 061 

272 : 027 

100.0 : 7.35 


Sourcac T/ta tna&tutm of Loglrtics mt Dttlrrbuttcn 
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The industry is having to change its role, writes Michael Terry 


Logistics firms don new clothes for 1992 
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££ BY CUTTING the number oT 
po& carriers that bring components 
uk^ uto its photo-copier factory at 
gg* /ear ay, Holland, from 15 to 
f«e me; improving its control of 
we« suppliers; and centralising its 
sutbound deliveries of finished 
product. Rank Xerox estimates 
t can save $200m a year. 

Behind the claim lies a elas- 
tic pvnwipif* of how Europe's 
physical distribution industry 
is having to change its style to 
neet the increasingly stringent 
lemands of manufacturers and 
retailers seeking economies of 
male through pan-European 
operations and “just-in-time" 
.JIT) systems. 

The distribution industry is 
naving to change its role from 
-.hat of traditional transport 
operator to that of manager of 
z whole range of supply chain 
ictivities, including forward- 
ng, consolidation, warehouse 
nanagement, picking and 
packing, transportation and 
electronic data interchange. 
Some of its members are even 
seing asked to manage equip- 
nent sub-assembly, retail 
operations and computer soft- 
ware repair. Job descriptions 
lave, as a result, become 
blurred, although most opera- 
xirs are happy to be tagged as 
ogistics providers. 

As the single market draws 
rloser, the distribution compa- 
nies are gearing up to cope 
with the new demands. Some 
ire more advanced than oth- 
:rs. However, as they anx- 
ously jockey for business, they 
ire only too aware that the 
eventual number of players 
will be small. 


The trend Is for manufactur- 
ers and retailers to concentrate 
on core business activities and 
contract out peripheral tasks, 
such as distribution, to special- 
ists. By using logistics 
systems, companies can lower 
their operating costs and 
sharpen their competitive edge 
with improved stock control 
systems and delivery services. 
By contracting a third party 
specialist to do it, they can also 
cut down on staff overheads 
and improve their balance 
sheet ratios. 

Many are looking to the dis- 
tribution companies to develop 
and run the inbound and out- 
bound Bow of unfinished and 
finished goods on their behalf 
as well as finance, staff and 
manage the associated ware- 
houses, IT systems and trans- 
port fleets. 

The distributors admit that 
the sheer scale of resources 
now being required will result 
in a maximum of 10 companies 
dominating the market They 
point to the need to develop 
pan-European infrastructures 
through acquisition, organic 
growth or partnership. They 
also warn of the need to cover 
legal and financial interests in 
contracts which involve the 
lease or purchase of multi-mill- 
ion pound warehouse facilities 
on behalf of a client 

Some are even branding 
their logistics operations. P&O 
European Transport Services 
has linked with Mannheim- 
based German distributor, 
Rhenania to form an inte- 
grated operation called Trans- 
European Transport Swiss for- 


warder, Kuhne & Nagel has 
named its sendee Euro Logis- 
tilf. 

“Our rale now is to take care 
of the whole supply chain from 
co-maker through to manufac- 
turer and on to wholesaler or 
retailer,” said George Mes, 
financial director of Frans 
Maas, based in Venlo, Holland, 
whose clients include Rank 
Xerox, General Electric Plas- 
tics and Dutch tile maker, 
Mosa. “Transport is only one 
item.” 

David Buck, marketing 
director of Exel Logistics, part 
of NFC, commented: “If manu- 
facturers fallow the example of 
the motor industry and devote 
one particular factory to produ- 
cing one particular product for 
the whole European market, 
there will be an Increase in the 
requirement for distribution 
services. 

“Because Kwm of communi- 
cation will be long there will 
be a need for networks of ware- 
houses, integrated stock con- 
trol systems, the combined use 
of different transport modes 
and primary and secondary 
delivery sendees." 

When Rank Xerox first took 
on Frans Maas as its sole dis- 
tributor of inbound compo- 
nents, buffer stocks ranged 
from 10 to 40 days. Today there 
are no buffer stocks for JIT 
parts; for non-JTT parts they 
are a maximum of io days. 
Inventory levels, which used to 
run at 90 days, now average 
some 15 days. 

Nico Timmer, director of 
materials and logistics at the 
Venray plant, attributes the 


improvements to a combina- 
tion of reduced numbers of 
suppliers, improved quality 
control procedures and a more 
efficient distribution service. 
"Before we took on Frans Maas 
we used 15 different carriers 
for inbound components," said 
Mr T imm er- “At the start of 
the contract the aim was to 
keep transport costs down to 
the previous level. In the event 
they have been reduced by 40 
per cent" 

Rank Xerox has now begun 
cent ralising its outbound dis- 
tribution for finished goods. In 
1986, Frans Maas took on the 
fault of designing and setting a 
new DF120m automatic ware- 
house facility at Venray. Fin- 
ished equipment is delivered to 
the warehouse from Rank 
Xerox's four European facto- 
ries, each one dedicated to 
producing different models for 
all world markets, except the 
USA. Frans Maas personnel 
sub-assemble the equipment 
and customise the packing 
according to country. 

Stock control is managed 
through on-line computer. Cur- 
rently some 65 contractors, 
employed by Frans Maas but 
vetted by Rank Xerox, truck 
the equipment to European 
markets. 

Frans Maas is widely recog- 
nised as being among the first 
of the contract logistics provid- 
ers. It has worked hard at 
developing the concept since 
becoming a public company 
four years ago. It has its own 
team of specialist warehouse 
designers who are able to 
relate distribution activities to 



Two yean fmmnuei the 
European bantam wffl come 
down. But while many British 
companies an stm dipping a 
tMd toe hi the wrtu th em 's 
one which has long since taken 
the plunge. Crane Fruetmuf Is 
(otaKy committed to oweffug the 
needs ofl a pan-European traBer 
market. Already, we are working 

closely with our colleagues In 
Ranee, Co r many . the 
Nether la nd s, Spain and Italy; 

Inanilnif 111 a lenrlhirf lurelm 

vormiftg Kuo t&dQtng xiownr 

manufactu ring force In Europe. 


And already, you can sea the 
m a ul ti , In consistency of d e sign 
and commonalty of parts. 

Our collective atolls to 
provide uuMorafy hW» levels of 
manufacture and sendee from 
KSaac h entarto Mian, from 

BftndnftontoBnmltoat 
the moment ther tfs 19 idee of 
channel In the way. But we^ve 
never seen that as a reason to 
water down oar standards. 

Crane Fruehauf Ltd., 

Tbftwood, Deneham. Norfole 
■fet (0362)096353 
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manufacturing operations. 

The company has spent 
more than DF175m over the 
last four years on providing 
warehousing and logistics facil- 
ities for its clients, ft is under- 
standably cautious about pro- 
tecting its interests in 
contracts involving the provi- 
sion of premises. 

It spent DF133m providing a 
new warehouse for General 
Electric Plastics (GEP) at Ber- 
gen op Zoom. Its 10 year con- 
tract with GEP has an option 
far a further 10 years. Mr Mes 
says that if GEP does not exer- 
cise that option, it is required 
to buy the facility. 

The risk on the DFlu.sm 
warehouse which Frans Maas 
built for tile manufacturer 


Companies are 
cautious in contracts 
involving the provision 
off premises 


Mosa has been underwritten 
through a special joint venture 
agreement with a Dutch 
financ e company. If the Mosa 
contract falls through prema- 
turely, the finance company 
takes over full ownership of 
the property and can dispose of 
it at will. The warehouse is 
positioned on a prime stte at 
Maastricht Airport on the 
Dutch-Belgium border and is 
expected to sell quickly. 

Under the Mosa contract, 
Frans Maas operates a pan-Eu- 
ropean bulk delivery service by 
truck. It also runs the ware- 
house as a retail outlet selling 
tiles on site in any quantity 
required. 

The special EPOS system 
which Frans Maas installed 
allows Mosa, for. the first time, 
to manage its stocks precisely 
and rapidly and permits retail 
customers to give short notice 
far special orders. 

Kuhne & Nagel is spending 
£400m acquiring warehousing 
and distribution companies 
across Europe to set up Euro 
Logistik in time for the single 
market in Jan uray 1993. So far 
it has made acquisitions in 
Spain, the Netherlands, the 
UK, Sweden and Denmark. 

Paris-ba sed U nited Transport 
Logistics CUTL), part of the 
BET Group's United Transport 
International, which is await- 



Capitalism finds a welcome: One of Excel Logtette^e veWctes 
In Moscow to celebrate the opening of two P tea Hut outlets 


ing a decision by GEP on a 
new warehouse operation at its 
French plant at Beauvais, can 
turn to its parent company's 
subsidiaries for a ready-made 
European infrastructure. It has 
access to warehouses and ter- 
minals as well as transport 
modes which include bulk 
chemical tankers, flat-bed rail 
containers, swapbodies, tank 
containers and cargo ships. 

The proposed warehouse for 
GEP is a common user facility 
and is expected to cost FFrlOm. 
UTL already runs a dedicated 
warehouse for BP Chemicals at 
Grangemouth. The building 
would revert to BP in the event 
of its premature withdrawal 
from the contract. 

UTL's commercial develop- 
ment executive, Mr Ghislain 
Desjardins, says UTL is trying 
to change traditional French 
attitudes. “Warehouse deals 
are risky for logistics operators 
in France," be said. “Distribu- 
tion contracts tend to be short. 
Clients are unwilling to accept 
liability for the premises. We 
are now trying to introduce the 
UK stan d a r ds." 

DFDS Transport, part of 
Danish shipping line, DFDS, 
set up its logistics department 
last year with the aim of pro- 
viding a link between the UK, 
Northern Europe and Scandin- 
avia. Its main contracts 
Involve spare parts distribu- 
tion for Ford and General 
Motors. It has properties in the 
UK, Belgium, North Germany 
and S candina via, 

The EPS Group, based near 
Banbury, Oxfordshire, was for- 
merly a packaging specialist 
Its logistics service for US com- 
puter company Prime includes 
order processing, inventory 
control, literature distribution 
and software reproduction and 
. refurbishment 

At Houdeng, Belgium it set 
up and manages the new Euro- 
pean central warehouse for US 
chemical company, Dow Corn- 
ing. Trans-European Transport 
was launched by P&O on Octo- 
ber l. P&O claims its strength 
lies with already having an 
extensive in-house network of 
warehouses, terminals and 
offices across Europe. It also 
has its own trucks and ships. 
The new company is now busy 
looking for business. 

Michael Terry is editor of 
Financial Times European 
Freight Management 


PROFILE: Emery 

Back from the 
precipice 


ACCORDING to the 
third-quarter report Just pub- 
lished, beleaguered airfreight 
carrier, Emery Worldwide, 
appears to be slowly and pain- 
fully hauling itself back Into 
profitability. Its growing Euro- 
pean express shipment service, 
which Includes dally intra-Eu- 
ropean express deliveries of 
spare parts for German auto- 
motive manufacturers Porsche 
Robert Bosch, is a lifeline. 

The promise to the dealers 
and agents is that orders for 
spares from anywhere in 
Europe will be delivered 
within 4S hours. To help them 
keep that promise, Emery 
Worldwide has an overnight 
tmck-and-aircraft service 
which has created a cost and 
space saving “just-in-time" 
(JIT) operation. 

After a number of years in 
loss, Emery, which was bought 
out last year by US diversified 
transportation company Con- 
solidated Freightways, debt 
and all, reported 1990 first 
quarter losses of $69.5m. Sec- 
ond quarter results showed an 
improvement, with losses 
reduced to $30Jhn. 

Third quarter losses are 
down to 98.6m, half the losses 
reported for the same period 
last year. Most of the blame 
for Emery’s poor performance 
lies with inefficiencies in its 
American operation. Hie prof- 
itable European operation is 
seen as a lifeline. In the first 
half of fills year its European 
airfreight business rose by 10 
per cent and the European 
express parcel business 
increased fay 33 per cent 

Porsche averages up to 100 
shipments a day weighing up 
to 1,000kg. It has 94 main 
dealers in Europe. Bosch, 
which has 5,435 service sta- 
tions, has about 150 shipments 
a day at a total weight of 
1,000kg. Porsche products 
include engines, windscreens, 
bumpers and electrical equip- 
ment; Bosch demands lights. 


wipers, batteries and electric 
equipment 

Orders arrive via com p uter 
at Porsche’s warehouse at Lud- 
wigsburg and Bosch's at Karls- 
ruhe and are picked and 
packed in readiness for the 

6pm collection. 

Two years ago, Bosch came 
on-line with Emery’s EHCON 
tracking tracing sy ste m. 
This relieves Emery of the 
need to station personnel at 
Bosch’s warehouse, and allows 
Bosch to file data direct to 
Emery's Stuttgart Airport 
office in time to mint all the 
necessary documentation for 
flw evening flight 

Porsche is not yet on-line 
and Emery staff at the Lud- 
wigsburg’s warehouse need to 
file the data to the Stuttgart 
office after its Initial receipt 

At 6pm, tracks collect the 
day's consignment from the 
Porsche warehouse and take it 
to Stuttgart airport for label- 
ling, customs clearance and 
irexHwg onto a Beech 99 air- 
craft for the 11 pm flight to 
Emery’s European hub at 
Maastricht *on t hwn pnllaiHl. 

Bosch consignments are 
trucked to Stuttgart Airport in 
Bosch’s own vehicles. 

At 50,00084 ft the Maas- 
tricht International Airport 
hub is Emery’s largest over- 
seas freight operation. Within 
a 250-mlle radius of more than 
half Europe’s 320m consumers, 
it covers 47 routes and serves 
62 cities, using seven feeder 
aircraft and a fleet of dedi- 
cated Bnehaul trades. 

The airport has a curfew on 
all flights between 4 and 6am. 
The Bosch and Porsche cm 
signments need to be sorted by 
destination in time for the pre- 
4am departure flights. On 
arrival at destina t i o n airports, 
customs clearance Is overseen 
by Emmy staff and sorted for 
truck delivery to the service 
station or dealer. 

Michael Terry 


Anna Kochan looks at the situation in France 

It’s a closely contested game 


RETAILING in France is a 
cut-throat business. It is domi- 
nated increasingly by a few big 
chains, the main strong points 
of which are their “promo- 
tions" or special offers. Their 
profit marg ins are s mall , which 
has severe effects on the manu- 
facturers, none of which are 
very large - at least in the 
food industry. In this environ- 
ment, a tightly-woven logistics 
strategy could play a very 
important role. Yet, it seems, 
most manufacturers and retail- 
ers are still behind their UK 
counterparts. 

Some 650 hypermarkets 
7,000 supermarkets are respon- 
sible for 90 per cent of all food 
and drink sales in France 
today. Recent acquisitions and 
alliances are changing the bal- 
ance of power in this sector, 
giving more weight to fewer 
enterprises. 

Further takeovers could 
result as the big hypermarkets 
start to reach saturation point 
The growth rate has dropped 
consistently during the last 
three years from 11 per cent in 
1387 to 28 per cent m 1988 and 
6.3 per cent in 1989. Ant onin* 
Jaenada, director of NCR - 
Frances’s distribution division 
- predicts the threshold will 
be reached at 1,000, after which 
companies like Casino. Auchan 
or Euromarche will only be 
able to expand to one another's 
detriment 

On the supermarket front 
there are worries because of 
the arrival of cut-price or hard- 
discounter German companies. 
Aldi, Norma and Lidl have 
already opened about 40 stores 
in France. The local chains 
have little chance of competing 
with the German knock-down 
prices as their profit ma rg ins 
are already as low as l to 15 
per cent 

However, one area where 
there is still considerable room 
for cost-cutting is that of logis- 
tics. According to Exel Logis- 


tics’ marketing director, Mar- 
tyn Fellow, the logistics indus- 
try on the Continent is less 
advanced than that in the UK. 
French retailers mostly run 
their own warehouses which 
tend to be specialised accord- 
ing to product range. Cheap, 
single skin warehouses, for 
example, are used to store low- 
value ambient products. These 
warehouses are often full of 
twelve to sixteen weeks of bulk 
stock built up to support pro- 
motions. 

Third party warehousing dis- 
tribution companies in France 


The Industry is said 
to be less advanced 
on the Continent than 
in the UK 


are smaller and more regional- 
ised than in the UK, the most 
common being shared-user 
contract distribution where a 
third party acts as consolidator 
for manufacturers and hawHw; 
delivery to the retail outlets. 
However, Mr Pellow adds, this 
is beginning to change. 

The Mousquetaires group, of 
which Intermarche is the prin- 
cipal member, is an example of 
a retailer which owns its own 
specialised warehouses. The 30 
warehouses around France 
serve 1900 sales outlets. Situ- 
ated on road connections, 
rather thaw on the peripheries 
of towns, the warehouses are 
mainly dedicated to one of 
fresh produce, dry produce, or 
non-foodstuffs. The group runs 
its own fleet of 940 trucks and 
1.300 trailers, some of which 
can carry as much as 22 tonnes 
of produce compared to the 
normal 14 tonnes. 

The Mousquetaires logistics 
strategy is aimed at opt imising 
transport For fresh produce, 
its goal is to deliver in less 
than 90 minutes; for dry prod- 


ucts maximum delivery time 
is 3 hours and non-foodstuffs 
are subject to delays of no 
more than 6 hours. Stock and 
order management is by com- 
puter and, the group claims, 
enables sales to be forecast 
four months in advance with 
95 per cent precision. 

One company which has 
taken a more British approach 
is Bahlsen, which has halved 
its logistics costs in seven 
years. In 1983, the company 
spent FFr45m or 9 per cent of 
its turnover on the distribution 
of its snack products in France 
— an exercise which involved 
150 people. Today, only 15 peo- 
ple are employed and the logis- 
tics costs have stabilised at 
FFr45m, while the turnover 
has doubled to reach 
FFrl ,000m. To achieve this 
result Bahlsen has closed 11 of 
its 16 warehouses and has sub- 
contracted the management of 
the remaining five to specialist 
companies. In addition, it has 
disposed of its fleet of 60 lorries 
in favour of rented vehicles 
with drivers. 

Euromarche has also devel- 
oped a cost-cutting logistics 
strategy which is primarily 
computer-based. Some 20 
stores in the Paris area are 
linked up to a computer net- 
work whereby all orders to 
suppliers placed by any of the 
20 stores before 10am will be 
delivered before 4pm the same 
day to a central warehouse. 
Between 4pm the same after- 
noon and 2am the following 
morning, the warehouse will 
dispatch the merchandise. 
According to Gerard Guerin. 
Euromarche logistics director, 
the system has produced 
savings in transport because at 
each transport stage, the 
trucks are fult 

In the competitive French 
retailhig environment, it is not 
Msy for UK logistics firms to 
break into the market. Mr Pel- 
low’s firm is one of a few Brit- 


ish specialists in wareho 
and distribution which 
managed to gain busine 
France. After running a 
cated supply chain ma 
meat services for Mar 
Spencer in the UK, ] 
Logistics -Fashion flow 
selected to build and run ; 
pose-built composite ' 
house and distribution c 
for the UK retailer at 
near Paris, in 1986. 

Another UK logistics 
pany. Harris Distribution 
also won a contract in Fr 
thanks to an entree gj 
through sister company 
livet which provides tran 
services. Part of the Tran 
Development Group, H 
has adapted its stock < 
location and rotation (s 
logistics package for the 
based distribution « 
which it manages for a i 
French hypermarket chah 

According to Frank Tiu 
Harris’ marketing director 
important difference bet 
the UK and French rets 
environment is the large : 
ber of transport com pan! 
France. He says there ecu 
as many as five times the ; 
oer in the UK and about 8 
cent are owner-drivers. 

Another difference is th< 
that most warehouses are 
account warehouses. 
France, this is an attrai 
option because land is c 
and there is readily aval 
warehousing space to rent 

Mr Tunney also warns 
comjwny thinking of enU 
the French market that 
French are tough and tale 
negotiators. There is. how* 
a change towards n 
long-term thinking in the 1 
tics area, and a greater 
dancy towards a iartnen 

ESrtrS 3 p° nship with *“*1 
Sn* u v , en so > the Fn 
still think in terms of ti 

year contracts rather than 
five years in the OK. 
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With Europe as a single 
market, competition will be tougher 
in every aspect of business. And 
that includes making deliveries. 

When it comes to Europe 
there's really only one company to 
choose. TNT have the people, 
the philosophy and the technology - 
to tackle virtually any problem 
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you want to give us, however big 
► or small. 

Already we can guarantee 
next day delivery - any size, any 
weight - throughout Europe. 

So if you intend to be a 
force to be reckoned with in the 
||90's, call TNT. 

■ We deliver. 


The Worldwide Transportation Group 


AUSTRIA: 43-222-7135861 BELGIUM: 32 (2) 7206101 CYPRUS: 357 (46) 625600 DENMARK: 45-31-508850 EIRE: 353 (1)420122 HNIAND: 358 (01 821500 FRANCE: 33 (1)48660426 GERMANY: 49-2203 569200 
GIBRALTAR: (350) 72252 GREECE: 30 (113607754 HUNGARY: 36 (1)1577 480 ICELAND: 354 (1)14025 ITALY: 39-11-26131 LUXEMBOURG: 352-357-394 MALTA: 356-234171 NETHERLANDS: 31 (2503) 33224 NORWAY: 47 (2) 655310 
PORTUGAL: 351 (1) 808372/808322 SPAIN: 34 (1) 7338362 SWITZERLAND: 41 (1) 272227 TURKEY: 90 (1) 174849V2 UNITED KINGDOM: 081-561 2345 USSR: 7 (095) 5789030 YUGOSLAVIA: 38 (11) 605555 (EXT. 2282) 
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Hard times mean focussed planning, writes Phillip Hastings Transport cost dements 


Storage cost elements 
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Operators engage low gear 


WITH the transport industry 
regarded as a good barometer of 
overall economic conditions, cou- 
rier and express companies have, 
not surprisingly, been among the 
first to Teel the effects of the 
slowdown in business activity 1 . 

Service operators involved in 
international markets, particu- 
larly those in Continental 
Europe and North America, are 
also finding the going much 
tougher as competition and 
capacity increase at a time when 
traffic growth is slowing down. 

Evidence of tougher times has 
been accumulating over the last 
few months. In August, for 
example, the normally b ullish 
TNT Express, one of the UK’s 
leading delivery operators, 
warned that a spate of express 
companies going out of business 
could continue tor some time. 

Mr Tom Bell, the company's 
general manager for express par- 
cels, claimed the industry had 
been fighting itself Scene carri- 
ers, both large and small, were 
offering “competitive” rates 
which had in some cases proved 
suicidal "Some of the largest 
names in the business are report- 
ing greatly reduced profits and 
In a few cases huge losses,” he 


said. As if to confirm that pessi- 
mistic outlook, TNT Express 
Itself shortly afterwards 
announced some 200 redundan- 
cies in the UK. 

A few weeks later, the Secu- 
riguard group issued a warning 
dud as a result of the economic 
climate and in common with 
others in the same sector, the 
group’s overnight and despatch 
businesses have experienced a 
significant downturn In trading 
volumes during the summer 
months and as yet these vol- 
umes have not Increased in line 
with seasonal expectations. In 
the absence of the anticipated 
increase in trading volume, 
added Securiguard, the division 
was unlikely to report a profit in 
the second half. 

Subsequently, Mr Bob 
Thomas, chairman of Securi- 
guard’s main overnight delivery 
company. City Link, claimed 
that in the case of the latter, the 
picture was not so much a case 
of volumes decreasing but the 
rate of growth slowing down. 

However, Mr Thomas, who is 
also managing director of Secu- 
riguard’s communications divi- 
sion, confirmed that times were 
tough in the local messenger/des- 


patcfa market where the group 
had, over the last couple of 
years, acquired a number of 
companies. “In the motorcycle 
despatch industry as a whole, 
people are talking about revenue 
this year being around 30 per 
cent down on last year. Our own 
performance in that business has 
been flat,” he mid- 

Also having a tough time in 
the UK is US parcels giant Fed- 
eral Express, which has recently 
seen a shake-up of locally based 
senior mana gpmpnt in a bid to 
steer its loss making parcel and 
home delivery operations back 
into profitability. The top British 
executives in the company at the 
beginning of this year have been 
replaced by Americans. At the 
same time, the structure of UK 
operations has been reorganised. 

The changes are in line with a 
planned change In strategy for 
FedEx UK involving greater con- 
centration on expanding its tra- 
ditional US-type express parcels 
business rather than seeking to 
provide a broad range of com- 
mercial and home delivery ser- 
vices, as it has so far. 

Another leading UK parcels 
company adopting a more 
focussed approach is the Mayne 


Nlcklesfrowned carrier Parcehne, 
which is looking to concentrate 
specifically on the tune-definite 
(that is, one or two day. move- 
ment) of documents, packages 
and lightweight parcels for the 
commercial and retail sectors. 

Explaining the thinking 
behind that policy, Mr Mfllhanks 
says all the signs indicate that 
the UK parcels delivery business 
is now polarising. At one end, he 
says, are the low cost niche oper- 
ators, such as some of the fran- 
chise organisations, servicing 
particular parts of the market 
very efficiently. Many of them 
should survive, he believes. At 
the other end of the scale are the 
large operators such as Parcel- 
force and Securicor, which ought 
to survive also- The carriers 
in be tween are the ones which 
will struggle to survive. 

The two very large competi- 
tors mentioned by Mr Mfflbanks 
have th emsel ves both undergone 
marketing and operational 
revamps this year in a bid to 
strengthen their positions. 

ParceKbrce is the new identity 
for Royal Mail Parcels launched 
at the beginning of this year, a 
development which is being sup- 
ported by an £90m investment 
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programme. That “identity 
change" was followed last month 
by a change of name for Securi- 
cor Express Parcels, which now 
becomes Securicor Omega 
Express. The intention is to 
develop Omega as a Securicor 
Express brand name worldwide. 

Internationally. Securicor 
plans during 1991 to complete its 
EC cross border network, and 
then over the next five years 
build up national domestic 
operations in every EC country 
where such development is eco- 
nomically sound. By the late 
1990s, it intends to have built up 
a global express operation. 

Securicor’s plans are in line 
with a general trend among 
express companies. Big interna- 
tionals like TNT, FedEx, DHL. 
United Parcel Service and Emery 
Worldwide continue to increase 


their depth of market coverage 
through acquisition and in-house 
expansion. 

Main worry for many of them 
as far as the general European 
express scene is concerned 
involves the growing fear that 
they will lose out in the planned 
liberalisation of EC air cargo 
operations. 

The European Parliament's 
transport committee recently 
broadly approved the EC air- 
freight industry liberalisation 
proposals put forward earlier 
this year. Those proposals, 
which are now due to go forward 
to the full European Parliament 
and the European Council for 
ratification. , make no allowance 
for the inclusion of non-EC inte- 
grated carriers like TNT, FedEx 
and UPS as licensed cargo air- 
lines. If that remains the case. 
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those integrators will be able to 
continue operating as they do 
now but will be unable to take 
advantage of any general liberal- 
isation of EC air regulations. 

Meanwhile, middle- r ankin g 
UK and other European domes- 
tic express companies are also 
seeking to develop the interna- 
tional coverage, particularly in 
terms of the EC. which they 
believe will be necessary to sur- 
vive and prosper after 1992. 

Bristol-based franchise opera- 
tion Amtrak Express Parcels, for 
example, plans to start European 
overnight parcels delivery ser- 
vices on a trial bams in Novem- 
ber ahead of a foil launch in 
mid-January. The intention is to 
offer next-day delivery in 30 
Western European cities and 


their vicinities. . 

To achieve this, Amtrak will 
route traffic via London Heath- 
row. The company will use 
express industry wholesalers awl 
agents in the countries served. It 
is also looking to develop ser- 
vices to the US. 

Already in that market but 
looking to expand its i nvolv e- 
ment. Is rafl-based parcels earner 
Red Star. The latter js due this 
month to launch a partnership 
with US company Airborne 
Express as a prelude to expan- 
sion in the transatlantic parcels 
delivery sector. Through that 
tie-up. Red Star hopes to 
increase its outbound interna- 
tional traffic to the US from less 
than 1,000 parcels a month to 

more than 20,000 by mid-1992. 


Demands have changed, writes Phillip Hastings 


Technology revolution 


FAST, reliable door-to-door 
movement of goods is no lon- 
ger sufficient to meet the 
requirements of modern day 
hstri button and general logis- 
tics management. 

Companies now increasingly 
want to use distribution ser- 
vice information systems 
•vhich will enable them to get 
totalis on the precise where- 
abouts of their consignments 
it any point in their move- 
nent In addition, they want to 
3e able to use the distribution 
process to gather management 
nformatlon which will help 
.hem run their overall busi- 
less activities. Such consider- 
itions apply particularly wbere 
:ompanies are involved with 
‘just-in-time" (JIT) distribution 
systems. By its very nature, 
ITT demands that information 
ibout delivery requirements 
tnd operations be passed 
luickly between all parties. 

In the European context, the 
idvent of the EC single market 
s further encouraging the 
nove towards EDI systems, 
vhich in turn puts pressure on 
listribution companies to 
ievelop pan-European informa- 
ion technology systems. 
Getting that sort of develop- 


ment right, claims Mr Christo- 
pher Metz, commercial devel- 
opment director for BET group 
distribution company United 
Transport Logistics, will be 
vital to the future of any distri- 
bution company seeking to 
provide Europe-wide services. 

“I guess that right now, few 
customers are as ready to actu- 
ally make full use of EDI capa- 
bilities as they might like to 
make out, even if we could 
offer them those facilities. 
However, most of the big 
organisations are interested in 
developing those capabilities 
over the next year or couple of 
years and we certainly per- 
ceive that we will not even get 
on the invitation list for big 
contracts if we are unable to 
offer that facility,” he said. 

Transport companies special- 
ising in the provision of 
express delivery services have 
been in the forefront of distri- 
bution industry information 
technology (IT) development to 
date. Leading international 
operators such as TNT, DHL, 
Federal Express and UPS have 
all been investing heavily in 
computerised cargo processing, 
tracking and general informa- 
tion technology systems. 


United States parcels giant 
UPS, for example, has invested 
something like US$1.4bn 
(£720m) in new computer-based 
technology development in the 
US and worldwide over the last 
five years. In the UK, TNT has 
already invested more than 
£12m in computerisation and is 
plannning further expenditure 
in Europe as a whole, while 
parcels carrier Securicor 
Omega Express is involved in a 
£25m information technology 
development programme. 

Much of the development to 
date has centred on consign- 
ment tracking and some of the 
more advanced systems are 
now able to track shipments 
throughout their door-to-door 
movement 

At the same time, the level 
of investment and service 
sophistication required to meet 
present-day distribution 
demands means that service 
operators and their customers 
are looking to work more 
closely together. In many 
cases, operators are now 
installing their own computer 
terminals and staff on custom- 
ers’ premises to further 
improve communication 
between the parties. 
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PROFILE: The brewing industry 


Mysterious case of 
the vanishing kegs 
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Much of technology development to date has centred on 
consignment tracking, frequently using bar coding 
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Increasingly, distribution 
companies are opting to use 
bar coding as the means to 
identify goods being handled 
through their systems. Securi- 
cor Omega Express, for exam- 
ple. has recently brought on 
line just such a UK parcels pro- 
cessing system. Future devel- 
opments will include an EDI 
facility targetted principally at 
customers involved in JIT 
operations. 

Most service operators are 
looking to develop methods of 
computerised communication 
and tracking which are com- 
patible with general EDI 
systems. So-called “closed 
loop” IT systems which can 
only be used in connection 
with one particular company's 
activities appear to have only a 
limited future. 

In a similar vein, another 
Increasingly prominent feature 
of distribution industry infor- 
mation technology develop- 
ment is a move towards 
systems which offer full, inte- 
grated pan-European coverage. 

The TNT organisation for 
example, which is involved in 
express delivery and contract 
distribution activities through- 
out Europe, has to date gener- 
ally seen its three main divi- 
sions in that market, TNT 
Express UK, TNT Express 
Europe and TNT Skypak, pur- 
sue their awn individual IT 
developments. 

Now, following a recent stra- 
tegic review of its IT require- 
ments in Europe, TNT is about 
to start work on the implemen- 
tation of three new systems 
which cover the activities of all 


its European divisions. 

The first is a freight manage- 
ment system, the main func- 
tions of which will be to han- 
dle collection requests, order 
entries, delivery information, 
proof of deliveries and the pre 
• advice of receiving depots. The 
system will probably have 
direct links with Customs, cus- 
tomers and coflection/delivery 
vehicles. In tandem with the 
development of that system, 
TNT plans to develop a new 
administration and financial 
reporting system and a consoli- 
dated customer system. The 
latter will allow customers to 
communicate their order and 
retrieve consignment status 
information using their own 
terminals. 

TNT has not yet made public , 
the investment costs involved 
in developing the new pan-Eu- 
ropean systems but says the 
intention is to start work on 
their implementation in 
December/January with a view 
to having most of the major 
development work completed 
by the end of 1992. 

"We already have good IT 
systems in place, but the new 
systems will give customers 
greater flexibility in the way 
they interface with TNT in 
Europe. We will be able, if 
required, to provide customers 
with consolidated information, 
invoices and statements. The 
new systems will also gener- 
ally speed up the flow of infor- 
mation between the different 
divisions and between them 
and customers, “ commented 
Mr Dennis Beard, TNT Euro- 
pean data processing manager. 


THE UK brewing industry has 
a history of “disappearing" 
beer kegs. Losses run into tens 
of thousands of kegs each year, 
with an estimated value of 
£20m. 

Empty kegs can occasionally 
be seen put to unintended uses 
- some northern pigeon fanci- 
ers find that they make excel- 
lent supports for their lofts, 
and In the south yachtsmen 
have been known to use them 
as mooring buoys. But most 
lost kegs are stolen in a more 
organised way, to be melted 
down and sold as scrap alumin- 
ium; the metal content of a 
typical aluminium keg is worth 
about £40. 

Grand Metropolitan - one of 
the largest UK brewing groups, 
incorporating Watney Mann 
and several regional brewers 
such as Websters, Ruddles, 
Phoenix and Ushers - has 


Finding a suitable 
way of marking 
the kegs was 
not easy 


introduced a computerised 
tracking system which prom- 
ises to reduce losses among its 
lm kegs. 

Each keg is marked perma- 
nently with a 12-digit bar code, 
in accordance with the stan- 
dard coding system recom- 
mended by the Brewers' Soci- 
ety for the industry. 

Finding a suitable way of 
marking the kegs was not easy. 
The bar code has to remain 
legible for 10 years in a hostile 
environment. About 10 times a 
year each keg returns to the 
brewery to be scrubbed and 
washed externally with water 
jets at 3,000 pounds per square 
inch, then steam-cleaned inter- 
nally at a temperature above 
120 deg C, and finally cooled 
rapidly to 4 deg C as it is refil- 
led with beer. 

Of course, the (listribution 
process itself also gives kegs a 
regular bashing; the two-man 
delivery crew roll the kegs off 


the lorry and across the pub 


yard, drop them into the 


and stack them on top of each 
other. 

Grand Metropolitan came up 
with an indelible keg marking 
system, gluing the printed 
label to the al uminium with an 
epoxy label inside a plastic 
sandwich. 

Finding portable bar code 
readers that would be suffi- 
ciently robust to be carried 
round by the delivery crews 
was more diffi cult- The com- 
pany wanted readers that 
would survive being driven 
over by a lorry, dropped down 
a cellar or soaked In beer. 

Grand Metropolitan eventu- 
ally got the system It wanted 
from Zengrange, a Leeds com- 
pany that specialises in adapt- 
ing portable computing equip- 
ment for particular users’ 
needs. 

The company is a leading 
supplier of portable computers 
to the Ministry of Defence for 
use on the battlefield - “an 
environment not unlike that of 
brewery distribution,” com- 
ments Mr Ray Walker, com- 
mercial manager of Zengrange. 

Zengrange also designed cab- 
mounted computers for Grand 
Metropolitan. 

At the beginning of the day 
the crew collect a data car- 
tridge containing details of the 
load and drop, customers and 
number and size of kegs to be 
delivered. The draymen, as 
they are still known in the 
trade, insert the cartridge into 
the cab computer, which asks 
them to key in an identifying 
code and goes through a quick 
self-checking test. 

On the road, the draymen 
can page through the names 
and addresses of their drops 
displayed on the computer 
screen. They are free to choose 
the order of delivery. 

When they reach a pub the 
draymen confirm their location 
on the computer, take out a 
pair of bar code readers and 
read the codes on the foil and 
empty kegs. 

On completion of the deliv- 
ery they insert both guns into 
the computer, which down- 
loads the data within half a 
second. It compares the data 
with the order and, if they cor- 
respond, prints a timed deliv- 


ery document which is signed 
by the crew and the customer. 

At the end of the day the 
depot supervisor downloads 
data cartridges from all the 
vehicles into a personal com- 
puter. Records then go to the 
Grand Metropolitan mainframe 
computer for analysis and 
management reporting. 

To complete the cycle, on 
return to the brewery the kegs 
are read by a fixed scanner on 
the production line to record 
product details at the time of 
filling . 

Although the prime impetus 
for introducing the tracking 
system was to reduce keg 
losses, Grand Metropolitan 
expects It to deliver many 
other financial, operational 
and marketing benefits during 
the 1990s. For example, it could 
be extended to collect market 
research data, to print invoices 


Grand Met expects 
the system to 
deliver many other 
benefits 


at the delivery point and to 
initiate electronic funds trans- 
fer. 

Grand Metropolitan pio- 
neered computerised keg track- 
ing in the UK, says Mr Walker 
of Zengrange. but the other big 
brewers are now considering 
introducing their own systems. 

One possibility for the future 
is to attach a miniature radio 
tag to each keg instead of a bar 
code. When Grand Metropoli- 
tan was planning its system, 
radio tags were too expensive 
for the purpose, but they have 
recently become cheap enough 
to offer a serious option to 
breweries. 

Radio tags have several 
advantages over bar codes. 
They can store more informa- 
tion about the keg and its con- 
tents, and a lorry load of radio- 
tagged kegs could be read at 
one go instead of having to 
scan each individual keg with 
a bar code reader. 


Clive Cookson 
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IN A TROUBLED WORLD OWNING LESS MAKES MORE SENSE. 


Economic uncertainty affects every 
business. Customers shy away from 
commitment. Suddenly everything is 
short term. 

That’s why more and more cost 
conscious operators rent their trailers 
from TIP. With TIP you avoid capital 


commitment, side step high interest 
rates and keep trailer finance charges off 
your balance sheet. 

You stay flexible; any trailer, anywhere 
in Europe, any period of time- This way 
you only pay for the trailers you need, 
when you need them. 



With 86 branches in the logistical 
centres of Europe and over 250 
types of trailer for rent — including 
refrigerated equipment, curtainsfders, 
box van trailers and intermodal road/rail 
swap bodies, we're well equipped to 
match your demands. 


For temporary spot hire, 
storage, contract hire or long term 
(with vehicles painted in your own 
If you like), no-one offers 
transport solutions than TIP. 
always close at hand to help 
people, so call us today. 


static 

lease 

livery 

better 

We're 

busy 


YOURS WHEN YOU NEED THEM. OURS WHEN YOU DON’T 


TIP Europe pic:- Ardenham Court, Oxford Road, Aylesbury, Bucks HP19 3EQ. Tel (0296) 395050 - Amsterdam, Amsteldijk 166, 1079 LH Amsterdam, PO Box 7425, 1007 JK. Tel (020) 461 411 
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Before It's Cleared For Take-Off. 

By the time your express parcel or document takes off to its international destination, 

the process of customs clearance has already begun. 

Before it arrives our local customs experts will know when to expect it 

and what it contains. In fact, everything they need to know to minimize delays. 
Thanks to our Electronic Customs Pre-Alert system. 

TheUPS network connects you with over 180 Countries and territories worldwide. 

With your package monitored throughout its journey by our electron* tradong system. 

Electronic Customs Pre-Alert. Electronic tracking 
A commitment to prompt deliveries at competitive rates 
Quite simply at UPS, we aim to deliver a better package 



United Parcel Service 

As sure as taking it there yourself 


" ljps „ 02/7517777 Denmark: UPS -lel. 

CHS*** 7 DnishnfL Servfcco • Tel. 22/488949 Portugal: Sadn°^. USSR. UPS^trama^ Lfo - ™ ^ q( Inc _ ofUS A 
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The fature for the movement 
ot freight by rail in Europe is 

Dngbt because rail offers an 
environmentally friendly 
method of transporting goods 
as well as a way of relieving 
Increasingly serious road cone 
gesbon. Add to this the growth 
in traffic expected to be gener- 
ated by the single market, anH 
the rail freight business has 
both opportunity and challenge 
facing it though the 1990s. 

Road transport accounts for 
some SO per cent of all freight 
movement in Europe although 
in some countries, such as the 
UK, the figure is in excess of 80 
per cent The single market 
and the opening of the nharmwi 
tunnel, scheduled for June 
1993, will influence the move- 
ment of goods as well as con- 
nect the UK to the European 
rail system for the first time. 

The Channel tunnel is vital 
to the future of the UK if the 
country is to be competitive 
with its European neighbours. 
Within the single market, com- 
petition and a high quality of 
service will be crucial. The 
concentration of manufactur- 
ing into a few strategic loca- 
tions and the use of “Just-in- 


Rall authorities will 
have to overcome 
entrenched 
nationalistic attitudes 


time” systems will require 
transport to become more effi- 
cient and change-sensitive. 

To grasp these opportunities 
the European rail authorities 
will have to overcome 
entrenched nationalistic atti- 
tudes. Combined road/rail 
transport, already common- 
place In Europe, is seen as the 
answer to making distribution 
systems more productive. 

With political and financial 
support from the European 
Commission and the coopera- 
tion of the national rail net- 
works, it is planned to develop 
a high-speed combined trans- 
port network serving key cen- 
tres. Besides a change in atti- 
tudes, this will also need 
substantial investment in 
rolling stock, information tech- 
nology and depots. It also 
requires better marketing and 
more efficient road haulage 
services at the depots. 

If all this can be achieved, it 
is estimated that the volume of 
combined transport traffic in 
the EC could treble to some 
42m tonnes by 2005. Combined 
transport can offer savings of 
up to 30 per cent over all road 
transport; and. in many cases, 
quicker transit times. 


David Robinson looks at railfreighting 

The ecologically 
sound alternative 



romantic and more effi ci ent modem machine Is a lot \ 


Combined transport will be a 
new departure for the UK but 
already Railfreight Distribu- 
tion (RED), one of the five divi- 
sions of the railfreight sector of 
British Rail, is operating a trial 
service. With exceptions, the 
movement of goods by rail is 
uneconomic over distances of 
less than 200 miles, but the 
opening of the Channel Tunnel 
will allow through trains to 
operate on through routes. 

British Rail and SNCF 


(French Railways) have been 
allocated 50 per cent of the tun- 
nel's capacity to run passenger 
and freight trains. The other 50 
per cent will be Eurotunnel 
passenger and freight shuttle 
trains. Between two and four 
freight shuttles will run each 
hour, which are forecast to 
carry 9m tonnes of freight in 
1993 rising to 14Jhn tonnes in 
2003, and 20m tonnes in 2013. 

BR, which moves 2m tonnes 
a year using the Dover-Dun- 


kirk train ferry service, sees its 
traffic trebling to 6.1m tonnes 
on through-bains. Eurotunnel 
is more optimistic and suggests 
that through-trains will carry 
7.2m tonnes in 1993. Their esti- 
mate for 2003 is i9.9m tonnes 
and 18 Jm tonnes for 2013. RFD 
plans 54 trains a day (27 in 
each direction) in 1993, increas- 
ing to 70 trains a day as traffic 
increases. 

Three types of service — 
intermodal, classic wagons and 


keeping freight managers 
on course across europe 

European Freight Management is an exciting new publication from Financial Times 
Newsletters. 

Published twice-monthly, European Freight Management presents up-to-the-minute 
information and comment on issues crucial to those running a successful freight 
operation, covering both Western Europe (including Scandinavia and Eastern Europe). 

With all the right resources, insight and contacts, European Freight Management 
provides a market intelligence source second-to-none - on road, rail, sea and airfreight 
transport as well as warehousing and logistics. 

European Freight Management is an independent newsletter that will help freight 
managers in their decision-making for European expansion. 



Can you afford not to be in the knew? 

Can you afford to be without European 
Freight Management? 


European Freight Management is 
available only on subscription from 
Financial Times Business 
Information. If you send payment 
with order you will be entitled 
to a 5% DISCOUNT 


Just fill in the form below today 
to ensure you receive your copy 
of FT European Freight 
Management 


| MONEY BACK GUARANTEE | 

FT Business Information guarantees 
that if you are not entirely satisfied 
with your subscription to FT European 
Freight Management a refund for all 
unmailed issues will be sent to you 
immediately 



Uw Finandjl Tines limited. Registered Office. Number One; Southwark Bndge, London SEl 9HL 



i in England Number 900896 

— — — — ■ 

Please erwol me for an annua [sub sc ription to the twice monthly European Freight Management at £365 (UK) 
or £3S5/USS616 (overseas). 5% Discount is available if payment sent with order. 

Name — — 


trade cars - will be offered at 
speeds up to *75mph. More than 
£l00m Is being invested in new 
rolling stock, and improving 
track and freight line electrifi- 
cation between Redhill and 
Tonbridge, one of two freight 
routes to the t unne l 

To help overcome the differ- 
ence in the loading gauge 
between the UK and the Conti- 
nent, BR is developing small 
wheel bogue wagons so that 9ft 
6in wagons and swap-bodies 
can. be carried. To develop 
combined transport services, 
RFD has for some months been 
running a trial service, 
between Harwich and Garston 
in the north west, using swap- 
bodies on special Multifret 
intermodal wagons. Negotia- 
tions are also under way to set 
up a combined transport com- 
pany in association with UK 
hauliers and the combined 
transport operators, Kombtver- 
kehr and Novatrans. 

Combined transport also fea- 
tures in a private/public sector 
Joint venture called CharteraO. 
This company, in which BR 
has a 22 per cent stake, was 
formed earlier this year and is 
operated by GKN, but also has 


BR sees Its traffic 
trebling to 6.1m 
tonnes on 
through-trains 


a number of other sharehold- 
ers. Charterail plans to operate 
UK distribution services using 
intermodal wagons, such as 
the American RoadRaRer sys- 
tem and the Tiphook bimodal 
wagon. 

Charterafl’s first contract is 
with Pedigree Foods, and by 
the summer of next year it will 
be running at least five trains 
a day. 

At the time of this new ven- 
ture, RFD has a problem with 
Speedlink. its wagonload ser- 
vice which lost 630m in 1989 on 
a turnover of $45m. Talks are 
under way with the users to 
seek a solution, and a decision 
is expected in November. Mr 
Gisby points out that “Charter- 
ail is not a replacement for 
Spee dlink , although there 
might be opportunities for 
some business to switch over." 

With the Speedlink problems 
and delayed announcements 
over the network "of up to 12 
freight villages” to serve the 
Channel T unn el causing 
increasing frustration among 
customers and potential users, 
RFD is subjected to many com- 
plaints. The freight village 
announcements are expected 
this year or early in 199L 


PROFILE: UTL 



tight planning 


FORMULATING a strategy for 
information technology devel- 
opment throughout Continen- 
tal Europe and the UK will be 
vital for any distribution com- 
pany seeking to provide pan- 
European services in a EC sin- 
gle market. 

So says European distribu- 
tion service operator United 
Transport Logistics (UTL), part 
of the BET conglomerate, 
which is taking its own advice 
seriously and implementing a 
strategy covering its future . 

Future IT systems, says tbe 
company, will have to cover all 
aspects of storage and distribu- 
tion activity on a Europe-wide 
basis. "We already have very 
sophisticated information tech- 
nology systems available when 
it comes to controlling ware- 
house and fleet operations,” 
said Mr Christopher Metz, com- 
mercial development director. 

The key to success in the 
future, when it comes to pan- 
European distribution and IT 
systems, will be the ability to 
track and trace consignments 
wherever they are in the distri- 
bution chain and feed back 
that information quickly to 
whoever needs it 

One of three main divisions 
within the United Transport 
Europe group. UTL generates 
around 42 per cent (£100m) of a 
group revenue which in 1989/90 
came to just on £24 0m. The 
other two divisions are inter- 
modal (37 per cent of revenue) 
which includes container and 
other unit load operations; and 
tankers (21 per cent) which 
concentrates on road tank- 
er/tank container services. 

Each of those divisions has a 
separate management organi- 
sation and headquarters. The 
logistics division, for example, 
is based in Paris (France 
accounts for nearly 40 per cent 
of the division's revenue; the 
UK, 20 per cent; the Benelux 
countries 14 per cent), while 
the unit load division, which 
includes the Se aw heel flats 
operation, is based at Ipswich- 

Since customers often make 
use of services provided by 
both those divisions, plans by 
UTL to produce a strategy for 
information technology devel- 
opment also had to take into 
account the need to interface 


with the operations andertath 
lished IT systems of the unit 
load side. The tankers division 
is seen as a more specialised 
business with its own particu- 
lar needs. 

“When considering what our 
strategy for IT development 
should be, we started from the 
point where each company in 
those divisions had its own 
ideas on information technol- 
ogy and where it wanted to go, 
and was pursuing those plans 
accordingly.'’ said Mr Metz. 

“In fact, not only did each of 
those companies have its own 
sense of direction but quite 
often, individual contracts 
within those companies had 
their own IT systems which 
had been developed to meet the 
needs of specific customers.” 

To spearhead the develop- 
ment and implementation of a 
strategy to pull together all 
those operations and systems, 
UTL earlier this year appointed 
an information technology 
director, Mark Goldfab, with a 
brief to sort out a proper strat- 
egy for future development in 
that area. The first question to 
be resolved was how to tackle 
the subject of IT development. 
According to Mr Metz, two 
options were considered. 

"One was the centralised 
approach which would have 
involved putting the develop- 
ment fpflm in the centre, defin- 
ing a single system which 
could perhaps be modified a lit- 
tle to meet the individual 
needs of the subsidiaries, and 
then applying that system 
through the organisation,” he 
said. "The other possibility was 
to allow the main development 
initiatives to continue to be 
taken at the individual com- 
pany level, but to impose rules 
which said that whatever they 
chose to do in terms of hard- 
ware and software most be 
capable of passing on and 
receiving messages from their 
sister companies.” 

UTL opted for the latter 
course because it was consid- 
ered important to let individ- 
ual companies take the initia- 
tives they felt best suited the 
needs of their particular cus- 
tomers. 

According to Mr Metz, there 
are three main aspects or 


phases to that decentralised 
approach. The first involved 
establishing a corporate policy 
on the hardware to be used. 
That has now been achieved, 
with the organisation opting to 
use IBM equipment 

Now in progress is phase 
two, which basically involves 
establishing the interface rules 
by which each member com- 
pany and division will have to 
abide. That development says 
Mr Metz, should be completed 
by the end of this year. 

Third key area involves 
what Mr Metz terms "trying to 
avoid the re invention of the 
wheel” every time an individ- 
ual company or operation 
comes across a problem or situ- 
ation requiring attention. 

"That can be quite a sensi- 
tive issue. For example, in 
France we have a company 
which uses a French ware- 
house control package which is 
probably a little more 
advanced than anything our 
UK companies have in that 
area. On the other hand, 
although that package is wen 
supported in France, would we 
he able to get any proper tech- 
nical support in the UK if we 
opted to use the system here?” 
he asked. 

Similarly, you also have to 
consider to what extent the 
cultural differences between 
customers in France and the 
UK, for instance, are going to 
mean differences in their 
requirements for IT systems. 
Such systems are not exactly 
fashion goods, but sometimes 
they are not for from It Yon 
can find that customers in one 
market will all suddenly move 
towards wanting the same 
thing because they see their 
competitors have got it 

However, says Mr Metz, most 
customers have three basic 
requirements when it comes to 
FT systems In logistics. They 
are: 

• Fast and simple tracking 
and tracing capabilities so they 
can respond quickly to any 
requests from their consignees; 

• The ability to transmit 
delivery instructions; and 

• Good statistical perfor- 
mance reporting. 

Phillip Hastings 


NEW patterns of distribution, 
the increasing sophistication of 
such activities and the advent 
of the EC -single market' are 
combining to produce changes 
in the field of trailer 
operations. 

Operators are increasingly 
inclined to rent rather than 
buy, while the trailers them- 
selves are becoming ever more 
technologically advanced. 

According to trailer rental 
companies, the UK trailer fleet 
is now around 225,000 units, of 
which some 15 to 18 per cent is 
rented. In Europe, the total is 
estimated to be around one 
million, of which only 3 to 4 
per cent is rented. 

The two trailer rental com- 
panies Which do mina te those 
markets, Tiphook subsidiary 
Central Trailer Rentco (CTR) 
and TIP Europe, predictably 
believe the potential for busi- 
ness growth in Continental 
Europe is considerably greater 
than that for the more mature 
UK m arket In addition to (he 
EC, they also believe there will 
be considerable opportunities 
in the developing markets of 
Eastern Europe. 
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The increasing dominance of 
those two companies in the 
European trailer rental mar- 
ket, following a number of 
acquisitions over the last few 
years, is reflected in their fleet 
figures. CTR’s European trailer 
fleet is put at around 31,000 
units while TIP now reckons to 
have a fleet of just under 
22,000. Next largest trailer 
rental company in the UK is 
probably NFC subsidiary BRS, 
which has around 2^00 units, 
plus a further 3,400 being oper- 
ated under contract hire. 

Mr Colin Barr, group mar- 
keting manager for BRS 
Trailer Rental, supports the 
view that growth in tbe UK 
rental market will slow down. 
“The overall growth in trailer 
rental in the UK over the last 
three or four years has been in 
the order of 11 to 15 per cent I 
think the rate of growth over 
the next three to five years 
may be only around 3 to 5 per 
cent a year,” he said. 

The trend towards market 
domination by a few big organ- 
isations is largely explained by 
the investment needed to 
acquire a fleet, the economies 
of scale which can be gained 
■from supplying a large number 
of units, and the increasing 
sophistication and expertise 
needed both to support such 
operations and gain best finan- 
cial return on investment 

On the investment side, for 
example, a standard semi- 
trailer now generally costs in 
the region of £17-£20.000, while 
a temperature controlled unit 
is usually around double that 
figure. With users increasingly 


opting for more sophisticated 
equipment, a typical medium 
size rental contract involving 
50 trailers could require an 
investment by the supplying 
company of around £L5m. 

The need to achieve econo- 
mies of scale in order to run a 
successful rental business is 
illustrated by figures from TIP. 
In 1969, says tbe company, a 
standard 122 metre tilt semi 
trailer cost around £2,500 to 
acquire and the weekly rental 
was £30. With the trailer out 
on hire for 75 per cent of the 
time, the rental company 
recovered 47 per cent of the 
capital cost of the trailer in one 
year. Today, a 13.6 metre costs 
at least £17,000 and the weekly 
rental is typically £120. At the 
same 75 per cent utilisation, 
says TIP, the rental company 
can only recover 28 per cent of 
the capital cost in one year. 

Trailer rental companies in 
feet have to be very accurate 
in their calculation of charges 
if they are to achieve maxi- 
mum returns. They have to 
take into account the fact that 
while the average life of a 
trailer is around 15 years, the 
typical first user rental con- 
tract for new equipment may 
only run for three to five years, 
so secondary customers have 
to be found. 

Helping to boost the busi- 
ness of companies like TIP, 
CTR and BRS are two other 
general features of European 
distribution activity. One is the 
general tendency of manufac- 
turers and retailers to contract 
out most or all of their trans- 
port and distribution require- 
ments. The other is the grow- 
ing realisation among those 
companies and the distribution 
service providers that they 
need to take into account tbe 
broader EC market and not 
just the domestic sectors. 

A further influence Is the 
fact that companies will be 
looking to invest more in Euro- 
pean distribution centres and 
related infrastructures and as 
a consequence will have less 
capital available to buy equip- 
ment like trailers. 

Another problem for UK 
trailer operators looking to 
develop their fleets over the 
last two or three years has 
arisen out of the feet that new 
equipment which might meet 
existing UK legislative require- 
ments might not be suitable 
for use in an EC operating 
environment 

A recent example of that 
kind of complication involved 
a UK government decision to 


allow 13.6m trailers to be used 
for domestic work as well as 
international operations from 
this year - a year earlier than 
had been planned. Previously 
the limit had been 12. 2m. The 
overall length limit for articu- 
lated vehicles incorporating 
trailers has also been 
increased, from 15.5 to 16.5m. 
In connection with those 
changes, the UK Department of 
Transport sanctioned the use 
of existing tractor units at the 
new length. 

However, as Mr Pat Ber- 
ridge, technical director for 
CTR, points out, operators 
might not find it advantageous 
to make frill use of extended 
length. Taking as an example 


the situation in relation to 
cortainsider trailers, he 
explained that because the UK 
Imposes a limit of 88 tonnes on 
vehicle/trailer gross combina- 
tion weights, even though most 
of Europe is working to 40 
tonnes, it followed that UK 
users did not need to go to a 
frill 13.6m-long semi-trader. 

Mr Berridge says the 38- 
tonne vehicle weight limit in 
the UK, coupled with the 
approach of the EC single mar- 
ket, is encouraging the design 
of more lightweight semi-trail- 
ers - but “while lightweight 
units favour higher payloads, 
they also bring extra costs.. .In 
more extreme cases, the integ- 
rity of the vehicle can rely 
heavily an dedicated load pat- 
terns,” he said. 

Demand is also growing for 
trailer units which can be used 
for European road/rail intermo- 
dal transport systems incorpo- 
rating the piggyback concept 
The Bystem comprises a combi- 
nation of a lightweight rail car 
and a standard articulated 

semi-trailer. 

PMinp Hastings 
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John Thornhill listens to the Medallion Man’s secrets The popularity of airfreight is rocketing, says Paul Abrahams 


A sense of urgency makes 
good business, says Ratner 


The answer is up in the air 


“WAREHOUSING Is the engine 
room at oar business. It is the 
secret of our success,” Mr Ger- 
ald Ratner says, somewhat sur- 
PnsLngly, as he lounges in the 
splendour of his vast Mayfair 


The flamboyant chairman of 
the fast-growing Ratners jewel- 
lery business is best known for 
his great sales skills and his 
seeming ability to offer the 
public exactly what it wants, 
whether it is men’s earrings or 
Dick Tracy watches. 

Mr Ratner, who was recently 
dubbed the Medallion Man of 
the jewellery industry by Cam- 
paign magazine, 1s not nor- 
mally regarded as much of a 
backroom boy. 

But Mr Ratner says ware- 
housing and distribution awn* 
are becoming increasingly 


Warehousing and 
distribution skills have 
been success leaders, 
Mr Ratner says 


important In today’s retail 
environment and have been 
one of the big factors in 
enabling his business to 
increase like-for-like sales in 
tough markets. 

When Mr Ratner announced 
interim results in September, 
he was able to boast an impres- 
sive 15 per cent improvement 
in Hke-for-Uke sales in the Rat- 
ners and H Samuel chains and 
an 18 per cent rise in the Zales' 
business 

During the peak Christmas 
period, when the company 
makes the vast bulk of its 
sales, these distribution skills 
become all the more critical 
and Ratners' two distribution 
centres in Colindale and Bir- 
mingham buzz with activity 24 
hours a day. 

The company tries to make 
sure that every item sold in 
every store in the United King- 
dom is replaced by 6 the fid- 
lowing wi nming and is put OH 
display by the time the stores 
open at&30am. 

This flexibility in distribu- 
tion enables Ratners to 
respond to changes in market 
demand right up until the last 
day's trading on Christmas Eve 
a nd gives It a significant com- 
petitive edge over Its rivals. 
Previously jewellers had to 
"guesstimate” what their 
requirements might be by 
extrapolating from past safes 
patterns. ‘ 

“There used to be an old jew- 
enters’ role that the first eight 
months were equivalent to the 


last four months — an d on Sep- 
tember l you would order the 
same as you had ordered for 
the first right months,” Mr 
Ratner says. 

Distribution in the Jewellery 
business was also slow. For 
example, before It was taken 
over by Ratners, the H Samuel 
jewellery stores received their 
last pre-Christmas deliveries 
on December 1. 

This invariably meant that 
they had a dearth of some 
items in the peak selling sea- 
son and a riot of others. 

Ratners is able to respond to 
demand so quickly because of 
the computerised information 
system it now has in operation. 

During the day, two elec- 
tronic “polls” are taken of all 
sales made at its 1*000 stores. 
One poll is taken at mid-day; 
the other at 6pm when the 
shops dose. 

By &30pm a computer has 
drawn up a “picking list” of all 
the items that have to be 
replaced and the necessary 
Items are despatched through 
the night 

Sometimes helicopters and 
aeroplanes are brought into 
use to make sure that the mer- 
chandise arrives on time, espe- 


cially in the more remote 
regions of Scotland. 

The company’s accountants 
tell Ratner that some of these 
delivery runs are uneconomic, 
but he remains unrepentant 

“I just take the view that it 
creates the right approach to 
business. 

“We try to create a sense of 
urgency. If people see that we 
are busting our balls to get the 

‘High street space Is 
so expensive that we 
cannot sit on anything 
that Is not performing 1 

stock to them then they are 
more likely to bust their balls 
selling it," he says. 

This computerised informa- 
tion system also gives Ratners 
a good appreciation of how feat 
particular Items are selling. 
The company believes that a 
fast turn around of stock is 
essential since during the 
Christmas period a store may 
sell about 1,000 items a day at 
an average price of about £20 
per item. 

"High street space is so 


expensive that we cannot sit 
on anything that is not per- 
forming," Ratner says, "One of 
the secrets is to keep fresh 
stock." 

Lines are also reviewed 
every three months and 
replaced if they do not sell 
quickly enough. 

About 20 per cent of all the 
items that are depatched to 
Ratners’ shops are returned to 
its suppliers. 

“The most important thing 
for me is that we get the right 
lines and that they are in 
stock. Then we try to get a 
decent margin on ft,” Mr Rat- 
ner says. ■ 

Ratners also puts a great 
deal of emphasis on its attri- 
bution systems in the US 
where the movement of stocks 
is much slower but the average 
ticket price is far higher at 
around $200. 

The company aims to 
achieve considerable savings 
from merging its existing Ster- 
ling distribution network with 
the distribution system of the 
recently-acquired chain of 
Kays Jewelers. 

“This will be one of the big 
benefits of the acquisition," Mr 
Ratner says. 


TRANSCONTINENTAL air 
cargo has experienced the big- 
gest growth of any segment of 
civil aviation during toe 1980s. 
It now forms a cr u ci a l part of 
many nldbies'pRiifits. 

“Cargo has become the dif- 
ference between profit and loss 
for toe wrb-d" 1 ** 1 carrier,” said 
Mr Geoff Bridges, vice presi- 
dent cargo at Air Cana da, at a 
recent conference organised by 
Avmark, toe aviation special- 
ists. “Airlines cannot survive 
internationally on passenger 
traffic alone,” 

Cargo has become increas- 
ingly important for airlines in 
recent years. Lu fth a ns a, which 
estimates that about 22 per 
cent of its revenue comes from 
freight, says that it does not 
operate a stogie intercontinen- 
tal flight that could make 
money without freight. 

The inte rnational Civil Avia- 
tion Organisation estimates 
that the amount of freight car- 
ried by airlines increased 96 
per cent during the last decade 
from 29bn tonne-kin to 58bn 
tonne- km. Recent forecasts 
estimate that by the year 2000 
the worldwide air cargo mar- 
ket will have more than dou- 
bled to some 140bn freight 
tonne-ton. 

Although apportioning costs 
between passengers and cargo 


Is difficult, cargo generates 
about 25 per cent of interna- 
tional airlines' revenue 
tonne-km and nearly 20 per 
of their revenue, accord- 
ing to Mr John Trevett, manag- 
ing director of Avmark. 

That revenue is highly nec- 
essary for air carriers which 
even in the best of years have 
difficulties making enough 
money to replace their existing 
aircraft, let alone create addi- 
tional capacity. 

And with toe slow-down in 
passenger growth in both 
Europe and the US, cargo will 
need to {day an increasingly 
important role for carriers. 
This is particularly true for 
European carriers which have 
been developing the freight 
side of their business more 
than US carriers. 

For the US airlines, cargo 
often represents only 5 per- 
cent of revenues. Most have 
proved for the most part 
unable to compete and have 
handed over initiative to inte- 
grated carriers such as Federal 
Express and UPS. The excep- 
tions include Northwest Air- 
lines, which operates exten- 
sively in the Pacific, and 
American Airlines. 

However, although c argo 
represents an important source 
of revenue for many airlines. 


the freight carrying market is 
becoming Increasingly compet- 
itive - a trend confirmed by 
frjUng cargo rates. 

On the one hand, the airlines 
are increasing capacity. Carri- 
ers such as Lufthansa, Air 
France and ktjk Royal Dutch 
Airlines have purchased or are 
in the process of purchasing 
Beets of large dedicated Boeing 
747 freighters capable of carry- 
ing three times as much as an 
old 707 cargo aircraft The 
global fleet of new 747-400 
freighters will have doubled by 
the end of toe century. 

These airlines will need to 
cover the full cost of their dedi- 
cated cargo fleet while compet- 
ing with airlines, such as Brit- 
ish Airways, which have jets 
carrying both passengers and 


At the same tone, the inte- 
grators are fast developing 
pan-European hub and spoke 
networks which plug into their 
intercontinental services. Sir 
CaBn Marshall, the chief exec- 
utive of British Airways, 
recently said that the Inte- 
grated operators pose the sin- 
gle biggest threat to the air 
cargo industry as we know it. 

Their aim is to bypass the 
traditional system which 
involved the customer going to 
a freight forwarder, which took 
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the consignment to the airline, 
whiSdeurared to toe freight 
forwarder, who then passed it 
to toe customer. 

At the recent Avmark con- 

feren^ Mr Mke Ttauoi^n^ 

Hg to g director of Air Bridge 
Carriers, the UK-based cargo 
company, pointed out that 
Ir.r.ftmp wHhie tracking systems 
used by the freight forwarders 
and airlines meant that some 
consignme nts can be lost for 
days, sitting in bonded ware- 
houses awaiting collection. 

Some airlines have reacted 
to the increased competition by s* 

linking up with the Integra- ^ 
tots. Tbe two largest csrgocar- 
riers in the world, JAL, the 2? 
Japanese airline, and Loft- & 
hansa, the German flag-carrier, ^ 
together with Nissho Iwai, tbe s* 

Japanese trading house, have 
recently acquired a 5500m 
majority stake in DHL, one of 
the big four in the express cou- 
rier market. 

Others, such as British Air- 
ways are investing heavily to 
improve their customer ser- 
vice. In particular, BA claims __ 
to have taken tbe lead In infer- «** 
matlon technology by introduc- m 
ing its Cargo Agents Reserve- 
t jflna and Airwaybfll Issuance ^ 
and Tracking system, known 
as Carat. The system is 
d e i gned to provide real time 
i bookings and trac king . 

The airlines and the integra- 
tors are hoping to take advan- 
tage of a number of important 
trends In manufacturing and 
world trade. These include: 

■The increasing prevalence of 
time-based competition and 
“just-in-time” techniques. 
Many managers have realised 
the advantages of transporting 
small high value goods 
through fast, though costly, 
means, rather than having 
large quantities of expensive . 
inventory tied up in sea trans- j 
portatum. The extent of such 
pannfa«tiirlng methods can be 
surprising. For example. Gen- 
eral Motors, the US car manu- 
facturer, has transported the 
frames of its ADante vehicles 
from Detroit to Turin and then 
a gain for final fitti ng . 

■The transportation of sea 
annul perishable goods so that 
the consumer can buy exotic 
goods throughout the year- 
■Global marketing of newly 
developed products such as 
fashion clothing. 

However, despite these 
trends, air cargo managers wul 
be looking to see how the 
recent crisis In the Gulf affects 
them. If demand for their prod 
nets is suppressed by a slowing 
world economy and increased 
prices caused by rising fuel 
costs, then an already tight 
market cou ld b ecome even 
more competitive- 
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Isn’t it time 
you reviewed your 
distribution costs? 



If anyone can help you control costs in these 

^ you money 

*** S^SiSwing specially developed computer 

l ^^iie S rSlwn S iJt^ts will establish the 
°^ST n d mix of vehicles for any operation, 
cost-efficiency of wanehousing and 
^ith the latest in computer simulation. 
vd "* £**■ can advise on every aspect of your 


distribution planning, from improving your current set- 
up to designing and implementing a complete new 
customised system. 

Whatever we recommend, you can be sure it win 
work in practice- V\fe are an independent specialist 
arm of Britain's biggest logistics group. And we have 
worked successfully with blue-chip companies of every 
size in many market sectors - Including oil. 

if you'd like to know more about our uniquely 
experienced team of specialist consultants, phpoe - 
John Doran on 0234 272222 today. 


SIMPLY THE BEST SERVICE 
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The industry anticipates a staff shortage, writes Phillip Hastings 



Too few chiefs 


and too few indians 
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Getting their backs Into it An instructor and trainee at work on 
a HGV course set up for unemployed Bristol Inner city residents 


THE UK Chartered Institute of 
Transport last month launched 
three new training initiatives, the 
most notable Of which was a man- 
agement apprenticeship scheme 
designed to attract school leavers 
into the transport sector. Those 
moves hi g hli g ht a growing realisa- 
tion in the distribution industry as 
a whole that recruitment and train- 
ing have become key Issues. 

Organisations involved in run- 
ning distribution operations are, for 
example, becoming increasingly 
aware that with the available 
labour pool of young people likely 
~ : - to continue shrinking over the next 
few decades, they need to work 
much harder to attract youngsters 
leaving school and college if they 
are to develop the necessary skilled 
employees and managers erf tomor- 
row. 

More immediately, with distribu- 
tion already becoming an ever more 
sophisticated activity governed by 
tighter customer service and legisla- 
tive requirements, so demand is 
growing for more and better skills 
training for existing employees. 
There is also a crying need, claim 
many companies in the transport 
and distribution industry, for better 
general management training. 

Evidence of the growing shortage 
of properly trained people in the 
distribution sector appears to 
mount with every study carried out 
on that subject Earlier this year, 
for example, the Road Transport 
Industry Training Board published 
a survey which showed that nearly 


75 per cent of the employers from 
that sector who took part reported 
being affected by skill shortages 
last year. 

More than a third had experi- 
enced difficulty finding suitable 
graduates, junior trainees or 
apprentices and more than 75 per 
cent expected skills shortages to get 
worse in the period to 1993. 

hi a bid to ad dress s ome of those 
problems, the RTITB and leading 


HGV training for unemployed rangy 
city residents. 

However, while provision of the 
right individual skills training is 
regarded as important, many distri- 
bution companies and organisations 
see the shortage of good manage- 
ment training as even more crucial. 
It is with that in mind that the 
Chart ered Institute of Transport 
CCIT) has just launched its new 
transport management apprentlce- 


Various bodies have introduced a range of courses 
for training existing employees or older workers, 
and the unemployed seeking to acquire skills 


road transport services company 
BBS recently announced the intro- 
duction of a new apprenticeship 
scheme designed particularly to try 
and reduce a current serious short- 
age of properly trained HGV (heavy 
goods vehicle) mechanics. 

Other trade organisations, profes- 
sional bodies and private concerns 
also offer an increasingly wide 
range of courses and facilities 
geared more to training existing 
employees or older workers and the 
unemployed seeking to acquire the 
skills needed in modern-day distri- 
bution. 

In the private sector, for tnsfamna, 
the recruitment and training divi- 
sion of national transport company 
Peter Lane Group, PX. Workforce, 
earlier this year teamed up with the 
Bristol Industrial Society to provide 


ship scheme. 

Explaini ng th e scheme, Mr Alan 
Jones, the CTTs recently appointed 
new UK national chairman, said 
that young people would be inden- 
tured for three or five years, 
depending on whether they joined 
up at the age of 16 or 18. 

Each apprentice would have a 
single Member or Fellow of the CTT 
as a mentor responsible for supervi- 
sing their work experience accord- 
ing to rules and guidelines laid 
down by the Institute. 

"It is my belief competence in 
management comes through a com- 
bination of abilities derived from 
academic learning and practical 
experience. 

“The practical experience can 
only come from a wide range of 
working experiences in industry. 


That is what this scheme is 
designed to provide," he said. _ 

Mr Jones, who is also managing 
director of TNT UK. said his com- 
pany would be taking on a mini- 
mum erf 25 such apprentices and he 
expected to see at least 20 other 
transport organisations joining the 
scheme early on. Later, be expected 
to see the scheme widened to take 
in many more companies. 

The right management skills are 
seen as being particularly impor- 
tant in the context of establishing 
quality service as part of a corpo- 
rate culture. Distribution compa- 
nies claim quality customer service 
is now a key element in their busi- 
ness. 

However, the big problem for 
many companies, they say, is bow 
to ensure that aspect of their corpo- 
rate culture is accepted and adopted 
by all staff, not just the top manag- 
ers. 

Distribution Industry executives 
point out, for instance, that there is 
little point in the senior executives 
of a transport company promising 
customers quality service if at the 
end of the day the whole approach 
is spoilt by an offhand or inefficient 
collection/delivery driver, telepho- 
nist or customer service ag a p t 

Responsibility for spreading the 
message rests as much if not more 
with managers at miridto and junior 
level as with those at senior levied. 

The problem, say many distribu- 
tion industry observers, is that 
there is now a growing shortage erf 
sufficiently trained managers as 


recent rapid advances in distribu- 
tion techniques and technology out- 
pace the supply of people properly 
equipped to manage them. 

Those problems are apparently 
being experienced right across the 


and transport service companies 
aiifcp. having problems finding 

enough suitable people. 

The shortage of well trained mid- 
dle management is seen as befog 
particularly important since It is 
often they who tend to have to set 
the [ff ** in terms of implementing 
high quality customer service 
among staff. 

That point is emphasised by Bar 
Paul Graves, programme director 
for a one week course on customer 
service development in freight and 
distribution being run at the Sun- 
dridge Park Management Centre xn. 
Bromley. Kent, next year. 

“A key factor In general staff 

acceptance of rhang ra to business 
practise is cool, calm and efficient 
management, qualities which will 
only be achieved If the managers 
concerned have developed the 
appropriate *ktiiH to operate in the 
new environment," he said. 

The next few years will be as 
turbulent far the freight and distri- 
bution industry as the past decade 
has been. If companies are to suc- 
ceed, they will need executives who 
can overcome problems and imple- 
ment solutions. This win only U. 
achie ved if the managers on whom 
it depends are developed appropri- 
ately to meet the challenge, he said. 
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...the best Exel! 


The average distribution partner is fine for the average 
company. 

The best brands and the best operators demand better than 
average performance in every dimension of their business. 

Exel Logistics is an intelligent; international distribution and 
logistics operator for whom no standard less than 
excellence is acceptable. 

This quest for excellence places Exel Logistics 
at the leading edge of every dimension of 


Intelligent Distribution 


warehousing and transport, setting the world standard across 
every market sector. 

In tomorrow's competitive world, Exel Logistics is the one 
business partner with the customised approach to give you the best 
supply chain solutions any time, anywhere, and the unique staff 
involvement arising from employee share ownership. 

To discover the essential difference Exel 
Logistics can make, ring Martyn Pel lew (0234) 212020 
.^Jg§| for our new video 'Intelligent Distribution'. 

Excellence delivered 
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Pushing for 
first division 


WORKING an the premise that 
there will soon be little room 
in die UK express parcels mar- 
ket for division two players, 
established second rank carrier 
Parcehne is pushing for promo- 
tion to the big league. 

Recent moves have fnejimtari 
recruiting new senior manag- 
ers, rebranding services and 
adopting a more focussed 
approach to business develop- 
ment. Last month also saw the 
acquisition of two UK regional 
parcels companies. Manches- 
ter-based Conveyerquick and 
sister concern Hertfordshire- 
based Reds Transport, which 
between them bad an *nm«ii 
turnover of around 28m. 

The object of those moves 
and others to crane, says Faroe- 
Hue management, is to doable 
the company's £70m annual 
turnover within three years. 

Fart of the Australia-based 
Mayne Nickless group. Parce- 
hne is already one of the best- 
known carriers in the UK par- 
cels market. It was bought by 
Mayne Nickless in 1985 from 
the De La Rue organisation 
and became the subject of con- 
siderable investment by its 
new parent organisation. 

By early 1987, the company 
appeared poised for big expan- 
sion following the opening of a 
new £8m parcels sortation hub 
on a 15 acre site at Sand well in 
the West Midlands. Around the 
same time. Parcellne senior 
excutives began talking about 
using that development as a 
springboard for future moves 
into other European express 
markets. 

However, the push into 
Europe failed to materialise, as 
did plans to raise Farceline's 
general market presence and 
profile in tbe UK. Various 
changes in the company's 
senior management gnawt 
First signs of a renewed 
drive to push Parceling into 
the first division «aww in May 
this year when Mr Cohn Mill- 
banks. former Federal Express 
vice president UK and Ireland, 
was apppointed chief execu- 
tive. 

Other new arrivals over the \ 
next few months included Mr i 
Robin Davies, previously with i 
Philips distribution company 
London Carriers, as general 


: manager, commercial and mar- 
l fceting. 

Mr MJQbanks said be found 
, in Parcellne a classic sleeping 
giant with the potential to 
■ become one of the top few car- 
riers in a market lead by Par- 
celforce and Secaricor. “At the 
moment, Parcehne is at the top 
at division two among the car- 
riers in that business," be said. 
“We believe it has gut to get 
bigger and move up to division 
one. 

“That expansion will be 
achieved partly through 
organic sales growth but we 
will also need to grow through 
acquisition as well.” 

The sort of companies likely 
to be targetted for purchase 
says Mr Millbanks, are those 
with an annual turnover of 
between £5m and £2Qm. 

“Any company we buy will 
have to be a good fit with what 

we have now and be easily 
digestible. In this business, it 
is no good going to a c us t o mer 
and apologising for reduced 
service levels on the grounds 
that you have been busy 
absorbing an acquisition." 

Meanwhile, Farce line has 
increased sorting capacity at 
its SandweU hob from around 
22,000 items an hour to 27,000. 
The average number of parcels 
handled each night is 80-90,000. 
The £2.6m expansion, due to 
come folly on line early in the 
neiv year , has included 
increasing the number of sorta- 
tion points by 20 to provide a 
total of 84 outfeed points and 
37 in-feed stations. 

A ke y feature erf Parceline’s 
operations, which in addition, 
to the Sand well sorting centre 
also include 27 collection/deliv- 
ery depots around the UK sup- 
ported by a fleet of 1,200 
vehicles and a 2,500-strong 
workforce, is the company’s 
use of bar code technology to 
sort and track parcels. 

“That means we can monitor 
the cons ignment by computer 
at every stage in the distribu- 

S<S^. throaEl ‘ toe,<in - 

“At any given time in that 
movement, we can find out the 
precise whereabouts of any 
given parcel," said Mr Davies. 


Phillip Hastings 
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